Federal Transfers to Manipur and Their Impact by Singh, Soibam Tombi
FEDERAL TRANSFERS TO MANIPUR AND 
THEIR IMPACT 
A DISSERTATION SUBMITTED 
FOR 
THE DEGREE OF 
iHastter of $t)tlastdpl)|' tn Cconomtcsl 
AT 
SLIN 
ALiGARH 
ALIGARH MUS M UNIVERSITY, 
BY 
Soibatn Tombi Singh 
Under the Supervision of 
A. Qlannan Siddiqi 
Reader, Deptt. of Economics 
Allgarh Muslim University, 
A L I G A RH 
DS1349 
C 0 N T ii N T 3 
ACKI«)WLEDGEMei^ T 
PREFACE 
LIST OF TAELSJ 
CHAPTERS 
l^^LMi. 
( f i j - <liO. 
• • • • 
• • • • 
I - INTRODUCTION kJ^-
I I - STATE'S BUDGBTAIU POSITION -vITH AND ^J.-J^' 
WITiiOUT FEDERAL TRANSFERS 
I I I - CHANNELS 0? FSU.'^ ^AL TRANSFERS ,l\~J'^-
I ^ - OOMPOSITICN 0 ? STATE TAJf-REVEKUi; AM) 
NON -TAX RSVEfJUi Jih-."^^-
V- FINDINGS AND SUGJ'ilSTlQNS J^^;"^"^-
BIBLIOGRAPHY .'.^K~i^^-
A£5IfiliS£fiSilSliI 
A leamarU eoiartftcy indtbted to his guid* undsr 
who> lit acquires immsiiss and iauDsnsursbXs guidanot in qusst 
and qiisry. Any blamish i f arisss i t i s upto tbs leamar 
not tba gtaida. 
All through tht praparation of this dii ssartation tha 
influsnoa my Supervisor Abdul Mannan Siddiqi, Raadart 
Departatnt of Sconoaicst Aligarh Muslia University, will be 
obvioua. I wish to place on record the deep sense of mf 
gratitude to him, for his .fagaciotis guidance, incessant 
encourageaent • crit icisas «dbid discussions throughout the 
course of mf studies. ., 
I aa highly indebted to Prof. (Mrs.) Kishwar Shabbir 
Khan, ChairpersoA/.^B^artaent of Econoaics, for her t iaely 
help in the course of ay studies. 
I am also beholden to I^of. I.A. Cureshi, Prof. A.A. 
Siddiqi, Prof. M.A. Raz, Dr. Naseea A.Zaldi, Reader, and other 
teachers of the Departaent for their healtl^ and invaluable 
encouragement s . 
I aa also thsnkful to the Dean, Faculty of Social 
Sciences, for his kindness to grant at a lviap*sua aaount 
\mder the head of tht Individual Resesrch Project Fund. 
I also acknowledge ay indebtedness to Dr.Moagatikapaa 
IbuttgOBChk Singh, War^aa Khegendro Singh and Lairenjaa Nani 
Singh for their invaluable help and encourageaent in ay 
studies. My thanks are due to Research Fellevs, Mr. M.A.Mir 
and Mr. A.A. Bizorgzad for encouraging ae in ay reoearch work. 
contd-
iW. 
I am also thankful to the Librarians and staff 
•embers of tbe LLbrarlos of NLnistry of Finance, New Delhi; 
Haulana Azad Librarji A.H.U.; Manipur Secretariat Ubrary, 
Imphal and Central Library, laphal for the ir ef fect ive 
co-operation in providing me necessary docuaents and 
Government Publications and other materials for my research 
work* I am also thankful to Mr* Amurei, Deputy Director, 
Directorate of Eaonomics & S t a t i s t i c s ; S.Kanao Singh, 
State Planning Department; Director, Directorate of Informatioi 
& Public Relations; Director, Department of Information & 
Toiirism, Government of Manipur for providing me documents 
whenever necessary. 
I am also grateful to my parents and family a»mbers 
without t^ose patience and co-operation, the work would not 
have been completed. The maximum moral and financial siqpport 
goes to my s i s t e r , Miss S. Tapaswini Devi and brother, 
S.Phulendro Singh throughout the entire period of my studies, 
i s indeed thankworthy. 
I am extremely grateful to a l l the staff and office 
members of the Economics Department, Aligarh Muslim University 
for their kind co-operation during the entire period of 
my s tudies . 
Lastly, ay thanks are due to Mr. H.D..Sharma, who 
prepared the typescript of th i s dissertation at short not i se . 
Soibam TOEOi Singh 
Ov;. 
P R E F A C E 
Rttsource azid Finance i s the backbone of the 
Country and i t s feaeral units . Without proper finance, 
a welfare andl sound state i s ifflpo«s*ible. The State 
and Centre should co-operate b i la tera l ly in nobilizing 
additional resources so that, both may perform and d i s -
charge the expandlzig functions. Union and State governments 
have combinely i n i t i a t e some soc ia l , po l i t i ca l and 
ecorusmic goals such asrvmoval of regional imbalances, to 
twlng a raplQ economic growth, reduction of inequalit ies 
of income and wealth, removing the problem of unemployment 
and to establish a sound democratic society. To gain these 
ob;)ectives, a healthy finance and ef fect ive policy i s 
needed, A centre' corresponds to e la s t i c resources and 
dynamic policy while a s tate i s to ine las t ic resources 
and limited administration • To make a strong nation, the 
Union and State should have a fa ir re lat ion in the context 
of powers and financial aspects within the frame of 
reference of Indian Constitution, Otherwise, disintegration 
amidst integration may be arised. To keep the re lat ion firm 
footed , the Centre should give more financial ass i tance to 
the States so that the States may i n i t i a t e their administration 
cv; 
and development pol icy in the mainstream of the federa t ion . 
The present study searched the budgetary pos i t ion 
of t he s t a t e and analyses whether the s t a t e can mobilize 
i t s addi t ional resources and looks into the tax effor t of 
the s t a t e . I t also keenly observed the impact of the 
resource t r a n s f e r s in the form of sharing of t axes , dut ies 
and grants- in-aid^ p a r t i c u l a r l y through the Sta tutory and non-
s t a tu to ry channels , The analys is searched tha t what i s the 
budgetary s i t u a t i o n of the S ta te a f t e r the federal f i s c a l 
t r ans f e r s and what would have been the f a t e of the s t a t e if 
these resource t r an s f e r s were rwjt made. 
Since the S ta te got i t s statehood in 1972, the 
study c r i t i c a l l y examines post period of s ix th Finance 
Commission and analyses the c r i t e r i a adopted by Eighth 
Finance Commission in d e t a i l . The data used in the d i s s e r t a t i o n 
i s mainly based on Grovernment publ ica t ions , budget documents 
of the S ta te and some other f inanc ia l statements of the 
government of Manipur and the Government of India . The 
sources from Reserve Bank of India and State Finance Accounts, 
Some unpublished data are also incorporated in re levant 
matters as primary sources. Any anomaly in comparative 
f igures i s due to the difference in sources. 
CHAPTER- I 
I N T R O D U C T I O N 
A federation i s a form of Ctoverxaent in which there la 
a constitutional divis ion of powers and functions between 
the Centre and the States. Pioneer economists, Experts of 
public finance and Pol i t i ca l Philanthropists who worked on 
the Union-State Relationship gave different views to inter-
pret the word "Federation", The word Federation insplies the 
union of two or more s t s t e s . In a federation we have* on the 
one hand, the Federal Government and on the other the const-
ituent States . Federalism assumes the o iv i s lon of resources 
ana functions between the Centre and the federating units . 
Besides, a transfer of resources from the Centre to the 
feaeratlng units , i s necessitated for removal of regional 
disparity, non-plan expenditure, execution of some of the 
plan projects . "A federal s tate derives i t s very existence 
9 
from the constitution". Such a system of goverranent implies 
the coexistence ot a u l t i - l e v e l goverrwents, where governmen-
ta l functions are divided between two se t s of authorit ies- v. 
Union or Federal Government on the one hrnd, and the States 
or provincial on the other. Under the Federal form of Govern-
aent with the divis ion of powers or functions between union 
ana State Government, there follows a div is ion of financial 
operations too. Constitution lays down necessary provisions 
under which the Union Goverraoent and i t a constituents ere 
empowered to ra ise revenue and incur expenditure within their 
a l lotted functions and Jurisdictions. This s ign i f i e s the idea 
laid by B.P, Adarkar and other economists whore we may pay 
regard for their contribution in the f i e ld of Federal Finance. 
The Supremacy of the federal centre has been establi-
shed throut^h the amendments of constitution, b i la t ira l Federal* 
State Co-operstion, l e g i s l a t i v e interpretation and a Federe1 
system of grants. It ought to be mentioned that the divis ion 
of functions between the Union ^vernooent and the Governments 
of the units differ from country to country. In a Federal 
State there i s equality of a l l c i t i z e n s , i . e . no discrimination 
1. Adarkar, B.P, Principles and Probles^s of Federal Finance. 
London, P.S. Kings and sons, Ltd., 1953, p.18. 
Is made between different people. In a Federal State 
freedom o£ inter-state trade and commerce is guaranteed. 
Alsot federal Constitution should assure am guarantee 
reciprocal exemption of feaeral and state properties.The 
functions ol international characters must be assigned 
to the Federal Government. 
The parameters of federal set up i«ere focussed 
on geographical contiguity, previous political association, 
similarity of political institutions, military insecurity, 
the desire for political independence, the hope for economic 
advantage, democratic set-up, greater respect in the comity 
2 
of nations and administrative convenience etc. Besides all 
these parametric factors of federation, a community outlook 
depenaing on race, religion, language, culture or past 
history develops a common nationaliaa, as a consequence of 
which federal setup amidst economic, social and moral necessity 
becomes inevitable. 
Federal finance can successfully work well provided 
the federal itate and its federating units sacrifice for the 
mutual coexistence. The experts of public finance have 
advocated various guiding principles of federal finance for 
2. B.N. Ckipta, Indian Federal Finance and Budgetary Policy. 
Chaitanya Publishing House, Allahabad, 1975, pp. 13-16. 
the smooth running of the system. In order tha t the best 
p rac t i cab le r e s u l t s may be achieved, the d iv is ion of 
resources , and the adjustments, should conform to the 
p r inc ip l e s of f i s c a l autonomy or indepew^ence, adecuacy, 
uniformity, eff iciency, e l a s t i c i t y , t ransference , federal 
supervision and coordination. 
Though, the aforesaid p r inc ip l e s are accountea 
for the smooth running of federa l f inance, i t i s not wholly 
free from the problems of Federal Const i tu t ion, Financial 
Centralism and State autonomy. F isca l Pol icy,Allocat ions of 
Functions and Resources, Dis tor t ion of Original Equilibrium, 
Dispari ty among the s t a t e s ana the Problem of Double Taxation. 
The probletn of federal finance should be solved by en approach 
of r e a l i t y and pragmatism ra the r than r ig id p r i n c i p l e s , so 
tha t a sound and healthy f inanc ia l r e l a t i o n s may develop. 
There can be no f i na l so lu t ion to the a l loca t ion of f inancia l 
resources in a federal system. In p r a c t i c e , therefore , we may 
advice a dynamic approach of the d iv i s ion of resources subject 
to f l e x i b i l i t y and adap t ab i l i t y . In order to minimise the 
proDlem of federa l f inance, the Central anu the State Govern^ 
ment should go hand in hand in such a way to bring accelerated 
econsMic development, balanced growth, reduct ion in imbalances, 
maxjjniBn u t i l i s a t i o n of na tura l resources and augmentation in 
proauction and produc t iv i ty . 
The historical background of the evolution of 
Indian federal structure i s the outcome of a lengthy 
process of decentralization during the las t 15^ years, 
later on followed by a reverse process of integration of 
the Prln««ly St t e s . "Cireat a- l tain succeed(»d in building 
a strong State on the ruins of the Moghul Sopire, The 
country was divided into British India and the Princely 
States, The later were p o l i t i c a l l y united tlirough suzera-
inty of the Gk^ own, There w?s, however, no financial uni f i -
cation of these state with British India", The provinces 
were direct ly administered by the Gtoverranent of India and 
the Provincial GtoverwEents, and the princely States which 
hau internal financial autonomy. The history of federal 
finance in India can be divided into eight periods. In the 
f i r s t period, betinwen 1833 and 1871f both revenue and 
expenulture were completely centralised, in the second 
period, upto 18d2, certain limited allotments were given 
to the provinces for certain specif ic services . This was 
the decentralization period of Federal Finance, In the third 
period, from 1882 to 1904, the Provinces were given a share 
in certain growing heads of revenue and Five-yearly or 
viiuinquennial Settlements were made with the Provinces, 
During th i s period, Manipur came under the J3ritish rule 
as a princely State in 1891, These settlements were made 
3» fihargava, R,N, , The Theory and working of Union Firxance 
in India. Chaitanya Publisning House, Allahabad,1977,p,84, 
fi 
Uuasi-permanent In the fourth period, beginning In 190A, 
ana were made pennaoent Settlement (1912) in the f i f t h 
period. The sixth period began with the Government of 
Inala Act of 1919 (Montagu-Chelajsford Reforms ) and 
lasted t i l l 1935. The seventh period under the Government 
of India Act of 1935, which came Into force in 1937 and 
charecterlaed by Provincial Autonomy lasted t i l l 1950, 
The eighth and f inal period was characterised by financial 
Relations under the Indian constitution since 1950". 
After the partit ion of the country, the process 
of p o l i t i c a l unification was proceeded to secure a three-
fold Integration of the States under the strong-hand of 
la te Sardar Patel, the Iron-man of India, to bring the 
States Into Integral relationship with the Indian Union. 
Two hundred and sixteen s tates were merged with the neigh-
bouring provinces ; s ixty one states were taken over as a 
and 
centrally administered areas and two hundred/seventyfi"e 
States were Integrated to form viable administrative units 
into Unions of States, The Integrating States incluaed 9 
( later 10 with the partit ion of Madras ) Part A States 
(Formerly known as Bpitish Indian Provinces ) , 8 part B 
States ( Former Princely States) , 10 Part C States (Centr??lly 
administered States) , ana 1(one) Part D terr i tory . After 
independence of the country in 19^7, the Princely State, 
4, Hlshra, B.R. Indian Federal Finance. Orient Longmans Ltd., 
1954, pp. 23-1*55: 
Manipur was merged in the Indian Union on 15 October,19A9 
as a par t C State of F i r s t Schedule,^ 
In 1950-51, an Advisory form of Government was 
introauced. In 1957, t h i s was replaced by a T e r r i t o r i a l 
Council of t h i r t y elected and two nominatea members,Follow-
ing the S t a t e s ' R-'organisation Act of 1956, a Legis la t ive 
Assembly of t h i r t y elected and three nominated membern 
was es tabl i shed under the Government of Union Ter re to r ies 
Act, 1963. Nagaland which was a t e r r i t o r i a l par t of Assam 
was separated and accorded ful l - f ledged State under the 
p o l i t i c a l pressure of Naga Revolution in the North-Eastern 
Region, This was a step-motherly a t t i t u d e of the Republic 
of India to part C Sta tes l i k e Himachal Pradesh, Manipur, 
Tripura because these small Sta tes deserved to get the 
s t a tus of a State along with Nagaland a b - i n i t i o . After the 
Sta tes Reorganisation Act of 1956, the d i s t i n c t i o n between 
Part A and Part B Sta tes disappeared and Part C States came 
to be known as Union T e r r i t o r i e s , Upto the 3tage of Fif th 
Finance Commission, Indian Federation, thus became a Union 
of seventeen States and nine Union T e r r i t o r i e s , Later on, 
with the separat ion of Arunchal Pradesh, Meghalaya and 
Mizoram from the Sta te of Assam, the federa l s t ruc tu re of 
Indian Union bad to be expanded. With the inclusion the 
5 . Detai ls of the Sta tes in F i r s t Schedules are enclosed 
(App.I), 
s 
Princely State Sikkim, the Indian Federation consis ts of 
twenty two States and eleven Union T e r r i t o r i e s . The States 
are j Andhra Pradesh, Assam , Bihar, Gujarat, Haryana, 
Himacnal Pradesh, Jammu and Kashmir, Karnataka, Kerala, 
Madhya Pradesh, f4aharashtra, Manlpur, Meghalaya, Nagaland, 
Orissa Punjab, Rajasthan, Sikklm, Tamil Nadu, Tripura, 
Uttar Pradesh, and west Bengal, The Union T e r r i t o r i e s a r e : 
Andaman and Nicobar I s lands , Arunachal Pradesh, Chandigarh, 
Dadra and Nagar Haveli, Delhi, Daman and Diu, Goa , the 
Laccadive, Minicoy and Amindlvl Islands(renamed Lakshadeep), 
Mizoram and Pondichery, The l a t e s t federa l s t ruc ture oT the 
Republic of India in the Seventh Schedule i s composed of 
twenty-five States and seven Union T e r r i t o r i e s which are 
administered by the Centre, 
The d i s t i n c t i o n between Part A and Part B S t a t e s , in 
the Indian Federation, though, removed with the introduction 
of Union T e r r i t o r i e s , there remalncfd the problem of f inancia l 
in tegra t ion and d i s s a t i s f a c t i o n among the S t a t e s , The present 
federal s t ruc tu re has consequently become lopsided. Social 
and P o l i t i c a l upheaval mounted a t h r ea t and posed d i s i n t eg ra t i on 
amidst in tegra t ion . The predominance of the Centre, indicated 
by increasing concentration of power a t the Central leve l and 
the shrinking base of the S t a t e s , has led t o s t r a i n s as well 
6 , Deta i ls of ***® States of Seventh Schedule are enclosed (App-I 
9 
as conf l ic t s in the C«ntre-3tate r e l a t i o n s h i p . The 
d i s t r i b u t i o n of revenues between the Union and States 
i s governed by Ar t i c les 268,269,270, 272,273,275,276 , 
277,278,279, 280, ana 281, Part XII, Chapter I , of the 
7 
cons t i tu t ion . There i s a tendency among the Stetes to 
wagaera te t h e i r requirements, i n f l a t e theijr* charter of 
demanas and preso for an everincreasing share of what 
has been called the "nat ional cake" interpreted by 
s t a tu to ry , Non-Statutory and Discret ionary resource 
t r a n s f e r s . The Centre-State Financial Relationship is 
not frae from the lacunae of f inanc ia l adjustments and 
c r i t i c i sm . There i s of course d i s s a t i s f a c t i o n of most of 
the i>tates with the recommendations of the various Finance 
Commissions and the decis ions of Union Goverrment on these 
recommendations. This c rea tes awkward r e l a t ionsh ip betv/een 
the Union and i t s fede-^ating u n i t s . 
Federal f i s c a l t r a n s f e r s to the federat ing uni t s 
i . e , tha Ste te Governnients provide a very useful means and 
device for bringing about Inter-governraental f i s c a l co-
ordinat ion, Financial Resources from Federsl Centre to 
s t a t e s in India are t ransfer red in the form of Statutory, 
Non-statutory and Discret ionary streams. Statutory Transfers 
7. Consti tut ion of India . Central Law Agency,Allahabad, 
pp, 110-116, 
on the recomoaencietions of the Finance Commissions In 
accordance with the provisions of the cons t i tu t ion ,non-
s t a tu to ry t r ans fe r s are those agreed to In the Netional 
Developnent Council and operated on the recommendations 
of the Planning Ccxnmlsslon In the form of Plan asslstc^nce 
and the d i sc re t ionary t r ans fe r s or other t r ans f e r s maae 
from the Central Minis t r ies from time to t ime. These 
t r ans fe r s enable the 3 te tes to Improve t h e i r f l s c e l poten-
t i a l and help In reducing the regional Imblances and 
accelerate the pace of develoianental a c t i v i t i e s . 
The Indian federa t ion under our cons t i tu t ion makes 
a vivid d iv is ion of Union and s t a t e ' s function as well as 
sources of revenue for both. The r e s p o n s i b i l i t y of the 
Union Government Cbmprlaes of defence, rai lways and po r t s , 
regula t ion and development of l a rge-sca le i ndus t r i e s , foreign 
t r ade , formulation of economic p lans , creat ion and maintenance 
of banking system, and explo i ta t ion of mineral resources e t c . 
The functions of the Sta tes Include the provision of educat-
ional f a c i l i t i e s , development of ag r i cu l tu re and a l l i ed 
se rv ices , socia l and community se rv ices , aevelopment of 
industry and minerals . I r r i g a t i o n ar^ power, t ranspor t and 
communication, law and order e t c . Since the objective of 
State Ciovernment with regard to these functions is to raaxiinise 
the welfare of i t s people, devolution of more resourc s ere 
• s sent ia l because the resources of the States are inadequate 
and Inelast ic for discharging these functions. In th i s regard, 
Centre has enough and e l a s t i c resources and power to ass i s t 
the needy States. The Union Govern-ent and federating State 
Goverianents have Jointly aspired the attatrment of a l l round 
development. In the developoent process the federating units 
have very important roles to play. India i s a vest federation 
having great d ivers i t i e s of physical and federation having 
great o lvors i t l e s of physical and geographical features, and 
different l eve l s of economic development. Under the circums-
tances, alfferent States are able to col lect various quantu:;) 
of revenue. The backward States in general and •'ianipur in 
particular can col lect insufficient revenue to meet out i t s 
developmental expenditures on I ts own to Central Oovernnsent •s 
transfers. So, i t i s necessary t j analyse how far the three main 
streams of transfer of resources from the Centre to the States 
can bring successful f i s c a l impacts on the States'economy. 
The Constitution of India came into force on 26th 
January, 1950, The divis ion of financial arrangements and 
functions follows more or l e s s the same pattern laid down in 
the Government of India Act of 1935. The Seventh Schedule of 
the new Constitution of India lays down the respective finan-
c ia l resources and functions for the Centre and Stater, : 
A. Union Sources of Revenue i These are the sources 
which era l ev ied , Coilectea and completely retained b ' the 
Central Government. The main Items of Seventh Schedule l i s t -
I , a re - ra i lways , posts ana te legraphs , telephone, wi re less , 
broadcasting ana other forms of communication customs d u t i e s , 
corporation t ax , taxes on c a p i t a l . 
B. State Sources of Revenue t Ta>:es within the 
Ju r i sd i c t ion of the s t a t e s as enumerated in List IT of ^e enth 
Schedule as under t 
1. Land revenue, including assessaient and co l lec t ion 
of revenue (entry 45) ; 
2 . Taxes on a g r i c u l t u r a l income (entry A6)| 
3 . Duties in respect of succession to ag r i cu l t u r a l 
land (entry 47) ; 
4 . Estate duty in respect of ag r i cu l tu ra l land 
(entry 48) ; 
5 . Taxes on land and buildings (entry 49); 
6 . Taxes on mineral r i g h t s , subje<rt to any l i m i t a -
t i o n Imposed by Parliament by law r e l n t l n g to 
mineral development (entry 50)J; 
7. Duties on excise on the following goods manufa-
ctured or produced in the State and cootiter-
aval l lng du t i e s at the same or lower r a t e s on 
s imi lar goods manufactured or produced elsewhere 
in India i 
a . Source I List I I of Seventh Schedule t o the Oovernment of 
India ,Act, 1935 , of B.N.Gupta, Indian Federal 
Finance & Budgetory Policy. 1970. p .7b-83. 
(a) a lcobol lc l iquors for human consumption, 
(b) opium, Indian hemp ana other narco t ic drugs 
and naroDtlcs, but not including medicinal 
and t o i l e t preparat ions containing alcohol, 
(entry 51) . 
8, Taxes on the entry of goods Into a loca l area for 
consunption, use ot sa le the re in (ent ry I>2)j 
9* Taxes on the consumption or sa le of e l e c t r i c i t y 
(entry 53 ) | 
lO.Taxes on the sale or purchase of goods other than 
newspapers (entry 5A)| 
11,Taxes on aavertisements other than advertisement 
published in the newspapers (entry 55)t 
12,Taxes on goods and passengers carr ied by road or on 
inland waterways (entry 56)j 
13,Taxes on vehic le , whether mechanically propelled or 
not , su i t ab l e for use on roads , including tram-cars 
subject to the provisions of entry 35 of List I I I I . e . 
Q 
Concurrent List (item 57)I 
14.Taxes on animals and boats (entry 5 8 ) | 
15.Tolls (entry 59); 
16,Taxes on profession, t r a d e s , ca l l ings anci employment 
(entry 6 0 ) | 
9 , B.P. Tyagi, Public Finance. J , P . Nath Publications,Meerut, 
1985, c f . p . ^05^ 
17. Capitat ion taxes( entry 61 ) j 
18. Taxes on luxur ies , including taxes on enter tainments , 
amusements, be t t ing and gambling (ent ry 62) ; 
19. -^ates of stamps duty in respect of documents other 
than these specified in the provis ions of l i s t I 
(entry 91) with regard t o r a t e s of stamp duty (entry 63) , 
20. Fees in respect of any of the matters in List I I , but 
not including fees taken in any court (en t ry 64) ; 
21 . • • Fees taken a l l courts except Supreme Court (entry 3)j 
22. ** Share in some specif ied Union t a x e s . 
The above s t r a t a of Sta te l i s t of taxes s ign i f i e s 
the Ar t i c le 268 of Indian Const i tut ion tha t proviaes the 
scheme of the a i s t r i b u t i o n of revenue between the Union 
ana the S ta te s , The Union i s e n t i t l e d to the proceeds of 
taxes in the Union l i s t . The Concurrent List i n d u c e s no 
t axes . I t i s to be noted, however, tha t while the proceeds 
of taxes within the State l i s t are e n t i r e l y re ta ined by the 
S ta t e s , proceeds of some of the taxes in the Union l i s t may 
be a l l o t t e d , wholly or p a r t i a l l y , to the St sites. 
The cons t i tu t ion mentions four categori'^s of the 
Union taxes which are wholly or p a r t i a l l y a»??igned to the 
f e d e r a t i n , uni t s i , e , S t a t e s , They are embodied in the 
Ar t ic les 269,270,271 and 27i , 
*• a i a t i a , H,L, Public Finance. Vani Educational Books, 
Delhi, 1986, cf, p . 366, 
C, Taxes Levied amci Co l l«c f a by the Union and assigned to the 
o ta tca ; such a s , du t i e s in respect of succession to propert / 
other than the ag r i cu l tu ra l land, e s t a t e duty in respect of 
property other than ag r i cu l t u r a l lana, tenninal taxes on gooas 
or passengers carried by rai lway, sea or r.ir, taxes on rpilwpy 
fares ana f r e i g h t s , taxes other than stamp du t ies on t ransac t ions 
in stock exch&nges and future markets, taxes on the s^ile or 
purchase of newspapers ana on a^^vertiseaients published the re in , 
taxes on the sale or purchase of goods other than newspapers, 
where such sa le or purchase takes place in the course of i n t e r -
s t a t e t rade or commsrce. These taxes mentioned there in , are 
levied ana collected by the Union of India under Art ic le 269 
but the net proceeds are d i s t r ibu ted among the s t a t e s in such 
a manner as may be la id down by Parliament by law. 
D, Duties levied by the Union but col lected and appropriated by 
the a t a t e s ; The d u t i e s , unJer the cons t i tu t ion such a s , 
stamp uut ies ana du t ies of excise on medicinal and t o i l e t 
p repara t ions , as are mentioned in the Union l i s t , sha l l be 
levied by the Union of India but are to be collected anu 
appropriated by the S t a t e s , 
£, Taxes levied ana col lected by the Union but d i s t r i bu ted between 
the Union and o ta tes t According to Art icle270, taxes on 
income other than a g r i c u l t u r a l income and corporation tax sha l l 
b« levied and collected by the Union and Isj d i s t r ibu ted 
between the Union and the S t a t e s , After deducting sums 
a t t r i b u t a b l e to the Union T e r r i t o r i e s and to the Union 
emolLKuents a prescribed percentage of taxes i s d i s t r ibu ted 
among s t a t e s in such a manner as may be peescribed by law. 
F. Taxes levied and Collected by the Union may be d i s t r ibu ted 
between the Union and States t Ar t ic le 272 makes provision 
for permissive sharing of Union du t i e s of excise other than 
those on medicinal and t o i l e t preparat ions as are mentioned 
in the Union l i s t are levied and collected by the OovernrDent 
of Inaia but if Parliament by law provides the w ole or any 
part of the net proceeds of tha t duty sha l l be d i s t r ibu ted 
among those s t a t e s to which the law imposing the duty extends 
in accoirdance with such p r inc ip l e s of d i s t r i b u t i o n as mny be 
formulated by such law, 
G, Taxes for the purpose of the Union » Art ic le 271 provides 
tha t if Parliament a t any time increases any of the dut ies 
or taxes mentioned in Ar t i c le 269 and 270 by imposing a 
surcharge the whole proceeds of any such surcharge sha l l form 
part of the Consolidated Fund of Ind is , 
In addi t ion to t he above ci ted tax proceeds the 
Sta tes are en t i t l ed to borrow revenue as loans so that the 
s t a t e s may tixif^nce for development and non-development 
programmes, as also for Plan and non-Plan schemes. The 
naln source o£ borrowings of the State Gtovernment i s the 
Central GovernnBent, The Central Governroent Is authorised 
to give loans to the State CJovernnents under Ar t ic le 293(2) 
subject to such condition as may be la id down by or under 
any law maae by Parliament, and subject to any l imi ts imposed 
by Ar t ic le 292, The loans under Ar t ic le 293 are changed to 
the Consolidated Fund of India, Loans are provided for mee-
t i n g na tura l c lami t les , for Improving pol ice force, for 
developmental works and schemes for education, medicel-aid 
and health e t s . I t aay also be noted tha t a najor por t ion 
of plan ass i s tance to the States i s given in the form of 
loens . 
Likewise, the s t a t e s are e n t i t l e d to receive cer ta in 
gran ts - in -a ids for meeting manifold r e s p o n s i b i l i t i e s in respect 
of socia l services and welfare a c t i v i t i e s , (irants may be of 
plan and non-plan, where the non-plan grants are determined by 
the Finance Commission, Plan grants are giv«m to covor the 
resource gap between the revenues and expenditure of the 3 t« tes , 
Qrants are also given to remove i n t e r - s t a t e d i spa r t i e s in 
resources . They ere also given to bring about a balanced 
development of the country. Thus, comparatively more grants 
are granted to backward and unaer developed areas to achieve 
balanced development. Grants are given to the Sta tes in need of 
ass is tance under Ar t ic le 275 (1) and 282 which are operative 
at p resen t . Hence, the increasing out lays on plans have 
necessar i ly meant subs tan t ia l increase in plan grants . Thus, 
there i s always a v e r t i c a l Fiscal Imbalances in the Inaian 
Feaerat ion, But the cons t i tu t ion provides to the S ta tes , the 
f inancia l power to r a i s e the tax and non-tax revenue. 
Since the spending parameters of the Sta te government 
such as law and order , heal th , education, housing, ag r i cu l tu re , 
inaustry and power e t c , are growing rap id ly with the developlient 
t rends , the resources of the State are inadequate for discharging 
the funct ions . This could have to be augmented by i n t e r -
governmental t r ans fe r s reducing ver t iCcl f i s c a l imblances 
espec ia l ly through the resource channels v i z . Statutory,non-
Statutory f i s c a l t r ans fe r and d i sc re t ionary t r a n s f e r s , of which 
the l a t t e r has a nominal r o l e . 
The s t a t e s in the Indian Federation are not severign 
but subordinates to the Indian Union, They have to frame and 
chalkout t h e i r f i s c a l and plan po l i c i e s for progress within 
the framework of the cons t i tu t ion , in conformity with the 
nat ional policy. Therefore, i t i s necessary to study and 
examine how for the f i s c a l operat ions of Manipur have been in 
accordance with the policy matters of the n<5tion. The economic 
contiitions a s se t s and l i a b i l i t i e s , t rends of public debts and 
typ ica l f i s c a l adminis t rat ion are ought to be analysed to 
provide the necessary backdrop for the appra isa l of uolicy 
matters In the econoisy. 
STATE SCONQMY 
That Sta te of Manlpur i s an Isolated h i l l - g i r t , 
geographically d i s t i n c t unit of the country. I t i s s i tuated 
to the Easternmost border of India in betwe4Sn 93.03"*E and 
9^.78»E longitude and l a t i t u d e (23,83'N and 25.68«N) having 
an area of 22,356 sq.kms, at the height of 790 ra. bove the 
sea l e v e l . The area of the val ley I s about 18^3 sq.tan, which 
ocoaples about ^Oji of the t o t a l area of the State while 90 4 
of the whole area I s covered by the h i l l . The whole land area 
of Manlpur cons t i tu tes 0.7 per cent only of the t o t a l land 
surface of the Indian Union, I t i s bounded on the north by 
Nagaland, on the eas t and south by Burma, and on the West and 
South-west by the Cachar D i s t r i c t of Assam and Mizoram, 
This was the l a s t Princely Independent sovereign 
small Sta te annexed to the colonial ESritish Einplre a f te r a 
strong war in the year 1891. The Princely State p o l i t i c a l l y 
acceded t o the Br i t i sh Inala and remained as a pro tec tora te 
State of the Br i t i sh . On 11th August, 19^7 the dorainlon of 
Inala and His Highness Maharaja Bodhachandra, the l a s t 
desctndlant king of Manlpur, decide-, uruer agreement to 
t r ans fe r the administrat ion of the State to the Government 
of India , and thus I n d i a ' s Independence brought about a 
merger of Manipur with the Indian Union in October 15,1949 
as a Part »C* State and then a Union Ter r i tory Until i t 
became a ful l -f ledged State on 21st January, 1972. 
Due to lack of a t t en t i on and inadequate care 
during the a r l t i s h regime and remote control of the Central 
Ciovernment during the pre-statehood days the pace of economic 
development was very slow in Manipur. Since, then, the ota te 
fa r lags behind other feaera t ing un i t s of In<iia in resoect 
of economic development and s t i l l remains as the most backward 
h i l l y - s t a t e and continues to s t ruggle on her m^rch towards 
progress and prosper i ty . 
POPULATION ; 
Population growth i s one of the ba r r i e r in the economic 
development of a country and i t s federa t ing u n i t s . The popula-
t i o n of I4anipur according to 1961 census was 14,20,953 const 1-
tutinr- about 0,21 % of the t o t a l population of India . The 
estimated population of Manipur as on the 1st October 1987 
i s 16,82 lakhs . In about 36 years the population of the s t a t e 
baa increased about three times as against 5,77,635, in 1951, 
The r a t e s of growth in the s t a t e c3re ver • much hi^^her from 
the period of 1951-60 but the r^ttB has be*n 11+tie lower in 
1981 36.65^ against 37,53 % in 1971. The econo-ry of the 
State i s characterized by a s izable percentage of opul».tion 
l iv ing below the pov r t y l i n e . 
The determinants of the performance of a St-^te's econ my 
csin be represented by the Met State Dosjestic Pro'iuct (N3DP ) 
at factor cost and the Per Capita Income (PCI ) corresponding 
to population ana the yecr. The Net output (Irjeor-e ) of i^anipur 
during the T e r r i t o r i a l Council for the 1955-56 was estimated 
at &, 104,6 mi l l ion . Per capita income for the estlm?^ted 
population of 613 thousand vorks out to Rs, 171 which i s far 
below the a l l India per capita income of ife. 261. Th er 
capi ta income of the Sts te in the base year 196O-6I was fe.353. 
The estimates during 1965-66 and 1 >66-67 the per cp.oita income 
was founa r i s i n g up to Hs. 368 and fe, kkS r e spec t ive ly . The^e 
was then a s l igh t f a l l in 1967-68 but i t rose uo '<galn to i5.4f7 
in 1968-69. The level of per capita income in I968-69 never 
reached in the next f ive years but i t shot t-> ife. 494 in 1974-75 
and then again to an a l l time high fc, 558.81 in 1977-78 . "^ he 
est imate for 1980-81 (Provisional ) was ©. 505.52 and 
ascenuing to 8s. 573.61 in 1984-85( i ) . The per capita income 
of the s t a t e was estimated at ife. 549.51 in 1985-84 against 
is. 712 for the country in the same yegr at 1l7')-71 p r i ce s . 
10. N.C.A.S.i. . Techno-Economic survey of S^anipur.App.?. 
1961,p. 120. 
The State ttomestic product at current p r ices rei^lstered 
an increase from &. 4114.10 lakhs In 1970 to Ss. 34347.92 
lakhs in 1984-85 accounting to 734,87 increase over the 
perioci of 15 years . The ups and downs in the trend of State 
domestic product i s mainly because of the predominant ro le 
of ag r i cu l t u r a l sec to r . The r e l a t i v e importance of the 
various economy regarding t h e i r contr ibut ion to State Domestic 
Product can be analysed in a nutshe l l way. 
The percentage share of agr icu l tu re i n d u i n g l ives tock 
in 1970-71, pre-statehood period was 46.11 h as against 52.97'* 
In 1984-85(a). Forestry and Logging shared 0.71 ^ in 1970-71 
and 1,12 j6 in 1984-85. Fishing contributed 1,17 in 1970-71 
against 2 , l6 it in 1984-85. The share of Mining and wua'^'ylng 
was almost neg l ig ib le . Manufacturing indus t r ies shared 7.49?«. 
in 1970-71 and 4,39 /* in 1984-85. This shows a retarded t rend. 
Construction contribute a re ta rd ing percentage from 9.45 % 
in 1970-71 to 6,24 y^ in 1984-85. E l e c t r i c i t y , Gas anvl Wat'^ r 
supply bears 0,12^ in 1970-71 and 0,82 ^ in 1984-85. Transport 
ana communication. Trade, Storage, Hotel ,3( Restaurant, Banking 
Insurance, Real e s t a t e and ownership of ^welling, Public 
Services and other services bears the respect ive percentages ) 
3.19 74, 5.90 ^, 0.54 % , 1.03, 8.40 % and 16,13 M in 1970-71 
and 3.25 ?*, 4.30 % 0.75 % 0.78 , 11.09 % '\'i,ll M in 
1984-85 ^)V 
11, Directora te of Economics & S t a t i s t i c s , Government of 
Manipur t £conomic Review. 1984-85 , pp. 43-44, enclosed (Append ix - I I I ) , 
j 
Despite economic bar-^iers and problems in the economy 
ot Manlpur, there was high growth r a t e ©s against the 
National average. Over the period 1"70-71 to 1983-84 the 
economy of Manlpur haa grown at the annu&l r a t e of 9,4 per 
cent which, I s no doubt, a high -"ate of growth. This gi^ owth 
r a t e , however. I s not enough to achieve the basic object ives 
of the plan l , e , development of the Sta te a t a level coroperable 
with tha t of the country. The Net Domestic product at factor 
cost of Manlpur at current p r i c e s , 1970-71 to 1983-8A are 
respect ive ly lis. 4o2,t{s. 474, Rs. 566, Rs.733, fts. 664, r5.915, 
Hs, 953, Ks, 1109, Hs. 1140, fii,l4l1, :.^ . 1822, :i^.2l60, fe.2232, 
16. 2558 In mil l ion u n i t s . The trend shows an ascending order 
of growth. But the same N3Dp at fac tor fiost, from 1970-71 to 
1983-84 at constant (1970-71) p r ices shows an increasing growth 
r a t e though there are retarded f luc tua t ion in 1978-79,1979-80. 
This was aue to soc ia l disturbances and p o l i t i c a l i n s t a b i l i t y 
In the S ta te , The trend of growth ro t e of N3DP at constant 
p r ices are iis. 402, fis. 406, t6, 433, fts. 519, Us. 572,:^.599, 
.6. 610, Rs. 669, ifi. 648, rfs. 651, Hs, 730, ^v 757, «. 797, 
iS., 840 in mil l ion un i t s r espec t ive ly . 
The per Capita Net State Domestic Product of Manipur 
at current p r i ces from 1970-71 to 1983-84 shows an increpsin;^ 
growth r a t e except in the year 1976-5*77, The t rends of 
growth t a t e are &, 381, i, 435, &. 506, lis, 637, ri, 729, 
te, 750, 8s. 679 (retarded ) , «s. 859, Hs. 858 ( a rb i t r a ry 
va r i a t ion) Hs, 1032 , «. 129^, is. 1423, i^s. l498, Rs. 1673 . 
The same determinant i . e . the per capita NSDp at constant 
p r i ces (1970-71) from 1970-71 to 1983-84 are respec t ive ly 
Ss. 381, 8s. 373, t&.386, &. 450, <&. 482, h. 491 (s sudden 
increase ) 8s. 486 , Ss, 518, K 488, Rs. 476 (retarded growth) 
lis. 518, Ss.523, Rs. 528, ic. 550, as against the All India 
per capita Net National Product of the trend Rs, 639, fis.627, 
fe. 603, Ai. 621, Hs. 617, iss. 662, fis, 652 fc.695, s. 717,-.%664, 
tfs.700, 16.715, i&.711, i^.749. 
The Annual (irowth Rates of Net State Domestic product 
NSDP of Manipur a t constant p r ices from 1961-62 to 1983-84 
are ( - ) 2 ,5 ,0 .0 , 9 .5 , 5 .5 , 8,2, 24,8 (a sudaen Jump ) , 
( - ) 1.1, 12,9, ( - ) 0 . 5 , ( - ) 9 .4 , 1,0 and 6,7 per cent respect ivel ; 
The 3sme growth r a t e evaluated at constant p r ices 1961-62 to 
the conclusion of 1983-84 f i s c a l year are 19.9 , 10.2, 4 .7 ,1 .8 
9 .7 , ( -) 3 . 1 ,0 ,5 , 12 ,1 , 3 .7, 4 ,0 , 6 .7 per cent r espec t ive ly . 
The growth r a t e of Manipur as per growth t rends s ign i f i e s 
12 
irregularity of growth in the State economy. 
The states economy is rather an agrarian economy in 
nature. A look at the structure of the State economy reveals 
the agriculture is the most Important sector In t rms of 
12. See Appendix (IV), 
generation of income as well as emoloyment. The kingpin of 
the whole econoaic s t ruc tu re accounting about 59 ?6 of the 
t o t a l Net State Domestic Prooluct anti providing eraployaent 
to 6a^ of the t o t a l main workers as per decennial 1981 
census. I t i s obvious ti^at the performance of the S t - t * ' s 
economy in a spec i f ic year i s very much dependent on i t s 
performance in the ag r i cu l t u r a l f ron t , A baa harvest severely 
afi-ects the whole economy and a good one means a favourable 
s t a t e of economy. The f luc tua t ion in the Net State Domestic 
Product ana the per capita income are mostly indic^^ted by 
the corresponaing performance in ag r i cu l tu re in the specif ic 
years . Because of the lack of adequate power, roads and 
other in f ra s t ruc tu ra l f a c i l i t i e s , there i s haraly any industry 
worth the name. The s t a t e i s amongst the most backward in the 
country. In 1971 census, agr icu l tu re accounted for 71 ?6 of the 
t o t a l workers ana contributed nearly 60li of the s t ^ t e Domestic 
product. The economic c l a s s i f i c a t i o n of workers, according 
to 1981 census, indica tes tha t out of the t o t a l main workers 
of 5.7 lakhs, 63,60 ^ were c u l t i v a t o r s , 4,99 % were ag r i cu l -
t u r a l labourers , 9,68 were workers in househol<i industry, 
manufacturing, processing, servicing and r e p a i r s , and the 
13 
r e s t 21,73yb were miscellaneous workers. 
As regard to Sectoral Qrowth Hate of economy, the 
primary sector ( ag r i cu l tu re including l ives tock , forestry end 
13. Sta te Planning Department| Seventh Five Year Plan 
1985-90 Vol. I , p . 42. 
:S 
logging, f i sh ing , alnlng and quarrying ) , contr ibutes about 
^9.87 ^ of the t o t a l NSDP, Secondary sector (manufsci-uring, 
construct ion, e l e c t r i c i t y , gas, water supply); contr ibute 
about 20,81 ji of the t o t a l N3DP, Ter t iary sector (Trsnspoft, 
communications, t r a d e , s torage , hote ls and r e s t a - u r a n t s , 
banking and insurance, r e a l s t a t e and ownership of dwelling, 
publ ic services and other services ) contr ibute about 29.32)6, 
In regard to the i ndus t r i a l sec to r , the State has as yet 
a very l i t t l e income generation from meaium and large indust r ies , 
If the Centre favours the State for i ndus t r i a l establishment 
and financing, i t wi l l be possible to achieve a higher r a t e , 
1A 
of econoaic development of the s t a t e on comparable bas i s . 
The State has a very poor net work of roads anci coraTiUni-
cation f a c i l i t i e s . Most of i t s D i s t r i c t Head Quarters and 
i t s sub-divis ions have a l i t t l e or meagre power supply ano 
ar in^ing water f a c i l i t i e s . The S ta te , though small, has 
a l f fe ren t demographic, cu l tu re , r e l i g i o n anci socio-economic 
s t r u c t u r e . There were 30 t r i b e s including the c iv i l i zed 
plato Melteis ,^^ The p l a in area (10^6) of the Mieta i s th ick ly 
populated and economically aeveloped, while the v^st h i l l y 
1».Loc. c l t . p.^2 
15,Source i Techno-Economic Survey of Manipur, p,100. 
area covering 90 % of the en t i r e State Is t h in ly populateo 
by economically ana soc ia l ly backward t r i b e s . So, the upliftment 
of economic and socia l conditions for the State upto the 
general standard of the country i s the need of the hour f c 
which the Centre must pay due a t t en t i on by providing adequate 
f i s c a l t r ans fe r s under the l i b e r a l and progressive f iscBl 
pol icy . 
The s t a t e in her Union Ter r i to ry days faced problems of 
law and o rce r s , in te rna l resource mobilizjstion, lack of revenues 
for developmental plan schemes. I t was on the eve of l a t e 
seventy one, before the inception of statehood, tha t develop-
mental progra mes have come under operat ion. The s ty te attemptte( 
to push up a l l possible resources to make per developaent 
amidst vicious c i r c l e of poverty. At the present , the 
s t a t e i s marching ahead a f te r the post - Statehood dciys. The 
overa l l development trend of the State i s ra ther re la ted to 
cent ra l Fiscal Transfers. 
The decennial growth r a t e of population during the decades 
1951-61, 1961-71 and 1971-81 were 35.04 % 37,53 ^ and 32,46 i 
respec t ive ly as against the a l l India average of 21,51 ', 
24,80 :* and 25,00 % r e spec t ive ly . The l i t e r a c y percent i s 
4 l ,35 as against a l l India average of 36^,. Lack of in f ra s t ruc -
ture has been the main hurdle of the S ta te , which the State 
must f ight fo r . 
At the beginning of the 6th Plan, the a v a i l a b i l i t y of 
surfaced roads per 100 sq,km, was only 6,4 krsB, in Menipur 
whereas i t was 20 kms. for a l l India, Even the t o t e l ava i lab-
i l i t y of roads, both surfaced and unsurfsced, came to only 
14 kms. The per capita consumption of e l e c t r i c i t y was 11,36 
KWH against a l l India average of 171 KHW in 197^-'^% Only 
15,5 ii v i l l ages ha* been e l e c t r i f i e d against the a l l India 
average of 44,6 %, The per capita State domestic product 
was &, 944,8 against a l l India f igure of fe. 1316 at the 
biglnning of the Sixth Plan, The charact .r of the economy 
continues to be agrar ian with about 55^ of the N3DP 
being accounted for by the primary sector against the a l l 
Inaia average of 38,8?i, About 67% of the workers were engaged 
in agr icu l tu re according to 1981 census. The production of 
foodgrains a t the beginning of t he Sixth Plsn was about 
300000 tonnes and the f e r t i l i z e r consumption 6,460 tonnes. 
The State i s almost non-existent on the indus t r i a l map 
of the country. There are no large or medium indus t r ies 
In the S ta t e , According to the 1981 census, about 10o of the 
working population wes engaged in household industry. This 
was mostly in the handloom sector in the nature of self 
•nployment. The contr ibut ion of the manufacturing Industr ies 
in the S t a t e ' s economy was aboutA$ % in 1960-81 whereas i t 
was ^3f^ for the country as a whole. There were only about 653 
registered units in the State at the beginning of the Sixth 
Plan out of which r ice mills alone accounted for nearly 75?6. 
Although, the plan size has registered significant increase 
in the successive Five Year Plans going from &.154,86 lakhs 
in the First Plan to te. 625.11 lakhs in the Second, Rs, 1287.56 
lakhs in the Thir^, as, 3025.00 Lakhs in the Fourth, Ss.9286,00 
lakhs in the Fifth and f ina l ly 8s. 24000.00 lakhs in the Sixth 
Plan, the r i s e has been hardly commensurated with the require-
ment of the State, The State domestic product registered an 
increase of hii during the 3rd plan, 5^ during the Fou'^ th and 
6>i during the Fifth Plan period but i t i s obvious from key 
social and economic indicators that the development in Manlpur 
wi l l have to go at a very high pace if i t i s ever to catch up 
with the rest of the country. 
Regarding Administrative Setup i 
The davelopaent posit ion of the state there are 8 Distr ic ts , 
28 sub-division, 30 Community Development / Tribel Development 
Blockf, 6 Autonomous Hill District Council:!, 8 Municipalities 
29 Small Towns, 46 Police Stat ions ,?• Police outposts, 12 Fire 
Stations, 165 Gram Sabhas, 42 Nyaya Panchayats, 165 Or&m 
Panchayat and 898 Members, Before the attainment of Statehood 
the State had only Six administrative d i s t r i c t s , and other 
administrative setup were of small s ize and centralized in 
nature. 
In the Light of the aforesaid development parameters, 
I t becomes a matter of slne-qua-non to study the ro l e of 
Federal F isca l Transfers from the Centrel Gbverranent to the 
State Government t ha t how fer the t r an s f e r s provide a do inant 
impact on the pace of development in the S t a t e ' s economy. 
From the above f ac t s i t can be mentioned th&t the s tp tp grow« 
well in her economic develojMaent and stren/jpthens i t s soclo-
econo:ic pos i t ion . The primary handicap in her economy, i s 
• a in ly the f inanc ia l f ron t . Because f inanc ia l resources play 
the role of c a l a l y t i c agent in the upliftment of development 
s t r a t egy . The expansion of s t a t e ' s function, paucity o? 
resources , lack of the mobil izat ion of resources burdened 
the State and these d i f f i c u l t i e s other than f i s c a l problem i s 
a negative pa r i t y in her development programmes. This can only 
be tackled and taken care of when the s t a t e i s provided more 
quantum of t r a n s f e r s . Also, massive development programmes 
could be launched to corroborate rapid economic growth of the 
S ta te , 
PURPOSE OF THE STUDY : 
The purpose of the present study la to enquire into the 
f i s c a l adminis t rat ion of Manipur and to examine the impact 
of Federal Transfers on the economy of Kanlpur since the beginn-
ing of a ful l -f ledged s t a t e . I t i s proposed to exrmlne the 
impact of resource t r ans fe r s on J t a t e ' s budgets through the 
s t a tu to ry , non-statutory and d i sc re t ionary channels. The Stnte 
being the spenaing agency has to make up the resource g^ps. 
I t wi l l look into the e f fo r t s of S t a t e ' s resource mobil isat ion , 
r e l i ance on Union Government's devolution, grants and loans 
for i t s financing and i t s impact in the econoffly of the backward 
h i l l - s t a t e , Manipur, The comparative view of the revenue and 
expenditure trend on revenue account of the State should be 
analysed so tha t the s t a t e may seek resource for f i l l i n g the 
resource gap if e x i s t s . 
The study also attempts to analyse the c r i t e r i a of 
devolution of taxes and dut ies in the d i v i s i b l e pool and 
grant - in-a id to a r e l a t i v e y backward and less populetid 
Sta te l i ke Manipur and i t s impact in achieving the object ives 
of reducing regional d i s p a r i t i e s . The analysis of the revised 
Gadgil Formula, lATP formula and Uniform Formula adopted by 
the Eight Finance Commission have been c r i t i c a l l y discussed. 
The Physical development of toe State in d i f ferent sectors 
manifested the r e l a t i v e needs, which the State must assessed 
with. While assessing the r e l a t i v e need, unit cost of develop-
ment should be accounted fo r . Since remote h i l l -s t?? tes spends 
more cost in development heads, a l loca t ion of more resourc.3s 
towards the backward h i l l - s t a t e s l ike Manipur have been proposed. 
For an e f i l c i en t a l l oca t ion , searc! for r e l a t i v e need p e r t a i -
ning to backwardness, population a»i ta:^- ef for t i s e s s e n t i a l . 
The Study is not l i a i t e d to the examination of revenue 
po ten t i a l s of the S ta te , the growth of public expe-oditure, t h e i r 
1 , . , 
sector-wise al location in the developmental and non-
developnental sectors arKi I t s lapact on the ecoxKsmy of 
Manipur Is also within the purview of the present study. 
The study depicts a view of the Centre-State Financial 
relat ions and dominant role of Finance Gbmmisslon*s Transfer 
and planning Commission's Transfers and their impact on the 
economy of Manipur, 
The present study ra ises a number of questions which 
wi l l be deat with on the basis of the findings.The study 
attempts to examine the pre and post Fiscal posi t ion of the 
State pertaining to Federal Fiscal transfers in the form of 
devolving shareable taxes, and grants-in-aid. 
The enquiry i s limited to a brief period of thirteen 
years as Manipur became a ful l-f ledged s tate on the 21st 
January, 1972, Data from the year 1971-72 to 1984-85 have been 
taken into account and analysed for th i s purpose. 
Research Methodology: 
The Method of research followed during the course of 
study was data oriented and analytical in i^ture. The study 
analyseu the date pe r t a ln in to the subject and exarr-ine the 
the various sides of question in the inves t iga t ion and t r y 
to reach ce r t a in r e l a t i o n s h i p s . The per t inent date were 
col lec tea from a l l secondary sources including : 
1, The Governaent of India publ ica t ions i 
( i ) Reserve Bank of India Bul le t ins ; 
( i i ) Reports on Currency and Finance, 
( i i l ) Reirorts of the Finance Coramissions, 
( iv) Combined Finance & Revenue Accounts, of 
the Union & State Governiients, 
(v) Reports on Centre- State Relationships 
(v i ) Fi f th & Sixth Five year Plan, Planning 
Commission's publ icat ions 
( v l l ) Yojana 
2, State Qovernnent Publicat ion : 
(1) Finance Accounts ; 
( i i ) Annual Financial Statement; 
( l i i ) Speech of the Finance Ministers; 
( iv ) Explanatory Kemoranduaa on the Budget 
of the Gove«»naent of Kanipur, 
(v) Memorandum to Sixth , Seventh & Eighth 
Finance Commission. 
(v i ) Economic Review 
( v l l ) S t a t i s t i c a l Handbooks. 
3. Non o f f i c i a l pub l ica t ions , 
(1) Cbmpetititon Success Review 
(11)Competition Master 
( i i l)EconoBlc and P o l i t i c a l Weekly, and 
Eastern Economist, 
( iv ) Other Journals & a r t i c l e s . 
The data thus col lected were ta&ulated, analysed and 
interpreted in agreeajent with th« object ives of the present 
study. Simple BatheDatical device such as percentage method 
was applied in order to drav. ce r t a in r e s u l t s during the 
course of the study. 
The Plan of the Study : 
The following second chapter deals with the t rends in 
S t a t e ' s revenue and cap i t a l accounts and the overa l l Budgetr^ry 
pos i t ion of the Sta te with Central t r a n s f e r s . Also, the 
budgetary pos i t ion of the strste before federal f i s c a l t rgnsfers 
hsve been compered with the budgetary posi tbn af-'er these 
t r ans fe r s so tha t the Import-ence of s t a tu to ry , non-statutory 
and d l sc re t ions ry t r ans fe r s to the budgets of the State be 
separa te ly or wholly appraised. In addi t ion to the impact 
of these t r ans fe r s on the economic development of the State and 
thttiv iniTluence on tbe Stat«*s revenue predoialnantly to 
budget has also been enquired. 
In the third chapter, we c r i t i c a l l y eitamlne the cietnll 
study of the iitetutory transfers, non-stetutory trans «rs 
ana their roles are dealt with separately. »3**ant8 - in-aid 
trijnafe -ed Irooi the Central (kiverrm^nt aixi brief account 
evaluating tne Centre- s te te Financial relation have l>een 
•apha i2ed. The principles or c r i t i r i e adopted by the various 
Finance CoaHBissisns in transfer ring resourcea hav*? beer; 
c r t i c a l l y analysed. The discriaBinatory per capita trensfera 
to the leas populated t^ckward b i l l - s t a t e s , l i k e Manipur have 
besn c r i t i c a l l y analysed in view of the regional imbalances, AlsA, 
snalys-iii oi Gadgil Formula, I.A,T,P, fommli? and Uniform 
ioraula have been discussed coKsparstively, 
Chapter IV abodiea review of the cosBposltion of 
atate'a tax reveiuie and non»tax revenue. It also analysed 
the effort or re^^ource wsbllization and local tax effort of 
the :9tate» 
The las t chapter covers the importimt findings f^ 
the study end proposed some corrective ae?»aur»es and su g s t ions . 
The Corrective measures proposed In t h i s study 
are necessarily founded upon the general observation 
of the Federal f i s c a l transfers and i t s approach 
associated with the socio*economic philosophy and 
ob;)ectives. How far the approach of federal f i s ca l 
transfers in the context of Centre-State Relationship 
be dominated by strong Centre or wi l l i t prefer strong 
state i s a dilouna and the verdicts of Sarkaria Commission 
i s waiting for . 
Www IHrw 
CHAPTER . II 
aTAT£»S BUDGETARY POSITION WITH AMD WITHOUT FEDERAL TRANSFTRS 
Th« present chapter deals with the trends In State's 
revenue and capital accounts and the overall ^Ktgetriry position 
of Manipur State with and without federal transfers. The chapter 
attempts to show the position of the subject,, may be of surplus 
or de f i c i t before and after devolution from the Contrel Divis ible 
Pool, the 80 called "Sharing Cake". The Impor-t^nce of 3t?^tutory 
non-statutory haa been wholly evaluated, 3o, the 3tcnte»s Budget 
has been analysed since i t s inc^tion as a fu"ll-fledged It^.te In 
th« year 1972, Since budgetary posit ion aeanu the revenue 
expenditure programeie of the Oovernoent, so i t becomes necessary 
to analyse the trends of revenue and exp ndiirurc of the Sate, 
The budget of a Governaeiit i s an iaportynt docuaent that aims 
at glvitt:^ a complete picture of the financial accounts of the 
State, It provides an overall picture of the St?3te»3 finpnces 
and enable the state to compere the sacri f ices imposed by 
taxation with the bene t i t s derived by expen-iture to ensure 
that the financial a c t i v i t i e s of the government wil l result 
Into oaxisium welfare of the s tate and for the peoples, .^ o. 
w« require to atuciy a prior k7x>wledge of the strata of 
Government finance accounts in three porta i 
Part I . Conaolideted Puna 
Part I I , Contingency Fund 
Part III ,Public Account. 
Paz*t I , coffipriaea of the following divis ions s-> 
(1) Revenue- conaisting of sections for •'Receipt Heads 
(Revenue Account )* and 'Expenditure Hea<da (Revenue Account)*; 
(2) Capital, Public Debt, loans, e t c , , - consist ing of 
sectiona for 'Receipt Heads (Capital Account)*, Expenaiture 
Heads (Cepital Account ) » arti 'Public Debt , Loans and 
Advances, e t c * . 
First Division 
The f i r s t divis ion deals with the proceeds of 
taxation and other receipta classed aa revenue and the 
expenditurement therefvoBif the net result of which representa 
the revenue surplus or def ic i t for the ysr, 
Secooti Division 
In t h i s div is ion, the section 'Receipt Heads 
(Capital Account )• deals with receipts of capital nature 
expenditure. 
The section 'Expenciiture Heads (Capital Account)» 
aeels with expendiiture met usually from borrowed funds with 
the object either of increasing concrete assets of a taaterial 
and perman-ant character or of reducing recurring l i a b i l i t i e s . 
It also includes receipts of a capital nature intended to be 
applied as set-off against expenditure . 
The Section 'Public Debt, Loans and Advances, etc.* 
comprises loans raised and their repayments by Governaent 
such as 'Internal Debt*, ana *ioans and Advemces* made (and 
their recoveries ) by Governaent . The section also includes 
certain special types of heads for transactions relat ing to 
•Transfer from the consolidated Fund to the contingency Fund» 
and 'Inter-otate Settlement'. 
In Part II of the accounts are recorded the transactions 
connectea with the contingency Fund set up by GoArernaent under 
Article 267(2) of the constitution of India,, 
In pert III o^  the accounts, the transactions relating 
to 'Debt' (other than those included in Pert I ) , ' iJeposi ts ' , 
•Advances', 'Remittances' and 'Suspense' are recorded. The 
transactions under 'Debt','Deposits* and 'Advpnces' in th i s 
part are those in respect of which government incurs a 
l i a b i l i t y to pay the money/I received or has a claim to 
recover the aiflounts paid, together with the repayment of 
a rarmer (•Debt* and Deposits') and the recoveries of the 
la t t er ('Advances') • The transactions relat ing tb 
'Hemittanoes ' and 'Suspense ' in t h i s part eml»*ace a l l 
heads which are merely adjusting beads under which appear 
such tranaactions as remittances of cash between treasuries 
and currency chests , accounts between different accounting 
c i r c l e s , e tc . The i n i t i a l debt or credits to these heads wil l 
be cleared eventually by corresponding receipts or payments 
either within the same c irc le of account or in another c i rc l e . 
Within each of the sections in Part I oentioned 
above the transactions are grouped into sectors such as 'Tax 
Revenue*, 'Iton-Tax Revenue', e t c . , for the receipt hends 
(revenue account ) , ana General Services, Sc^cial snd Community 
Services, Economic Services etc , for the expenditure heads. 
Specific functions for services (such as education, medical, 
family welfare, housing e tc , in respect of social awi community 
Services ) are grouped in the sectors for eicpenditure heals • 
For the sake of analysis , the Stat 's budget has 
been divided into revemie and capital account. In order to 
1, cf. Finance Accounts, 1981-82, Goverrattent of Manipur pp 1-2, 
know th« Impact of federal transfers, the buoigetary 
posit ion on revenue account of the State becoroes 
essential to study, 
^levenue Account 
Revemie account coi^*l8es of the current 
receipts and expenditure which are In the nature of 
recurring I teas . Revenue receipts can broadly tm 
be c lass i f ied into two parts s 
( I ) The tax re^ramte <»3nslsts of both the taxes 
levlea by the State I t se l f as also the revenue from 
taxes share with the union governaent, Manlpur I t se l f 
Impose a number of taxes v i z , , lend revenue. Agricultural 
Income tax. State Sxclse, Staap & Registrations, !%tor 
Vehicle Tax, Sales Tax, and other taxes and duties e tc . 
A few taxes are levied and collected by the Unions 
Government but their net proceeds ere asclgned wholly or 
part ia l ly to the s ta te , 
( I I ) The non-tax revenue Is djivlAed Into two 
parts v i z . , non-tax revemie of the 3tat«j I t se l f and that 
received from the Union Qoverrment by means of grrnts-ln-ald 
of ravnams^ The non-tax revenue of Manlpur consists of 
Interest Receipts, Dividend & Profi ts , (Seneral Services, 
Social & Community Services and Economic Services, 
The trewia of revenue account during the la s t 
thljrteen years i . e . from 1972-73 to 198^»-a5 can be 
observea from table 2,1 , The State had a revemie def ic i t 
of Si. 165.22 lakhs subject to fts. 19^ .77 lakhs (Dlaburstnent) 
against te.1783,55 lakhs (Receipts ) In the year 1972-73, 
Before th i s financial year, Manipur was on the eve of 
getting her fu l l - f l edge State and a l l the financial 
transactions were of the Union Territory Tenure. The 
same def i c i t followed in 1973-7^ declining; to fe, 152.40 
lakhs. In the year 197'»-75 the s ta te had a surplus revenue 
of &. ^ 9 . 7 1 lakhs . This was due to sudden increase of 
revenue raclpts from as. 1868.24 lakhs to Es. 3» 114,31 lakhs 
in 1974-75. From the year 1974-75 t i l l the end of 1984-85(ra:) 
the revenue trend shows an Increasing order manifesting 
the revenue account surplus. In the year 1980-81 the 
receipts contributed Ss, 11093.97 lakhs agcilnst the dlsbureseaerrt 
of lis. 6979.04, thereby a surplus of Ss.4l 14.93 lakhs emerged 
out. The reason for t h i s surplus in the rc^venue account was 
due to acre receipts from the Cei^ ^ral Gtovernment in the form 
of grants - i n - aid and contribution. This implies thnt 
transfer of resources from the Centre to State play a 
aominant role in the State's economy.In the year 1981-82 the 
revenue receipts declined to Rs.9507.85 lakhs against i t s 
disbursement ib. 8512.37 lakhs, and thus, there was a retarded 
revenue account surplus of As. 995.48 lakhs. 
TAH.S 2 , 1 
TRENDS OF STATE'S REVENUE ON REVENUE ACCOUOT 
Piacal yt 
1972-73 
1973-74 
197^75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-aO 
1980-81 
1981-82 
1982-83 
»ar 
1983-84(R£) 
1984.85(BE) 
souacs 1 
ReveiHie Account 
RfCQiptS 
1783.55 
1868.24 
3114,31 
3653.85 
5594.82 
5744.30 
6419.06 
7248.42 
11095.97 
9507.85 
11263.31 
13572.60 
16836.07 
Dlsbursmtent 
1948.77 
2020.64 
2649.60 
2722.29 
3576.18 
3550.94 
4764.10 
5491.76 
6979.04 
8512.37 
9230.61 
10409.90 
11453.95 
Various Finance Accounts. Qovernment 
(&. In lakhs) 
Balance (•)Surplu3 ( - ) 
Drflclt 
-165.22 
-152.40 
•464.71 
•931.56 
•2018.64 
•2193.26 
•1654.96 
•1756.66 
• 4 l l 4 . f 3 
•995.48 
•2032.70 
•3162.70 
•55B2.12 
of Manlpur, 
•BE • Budget Estimate »F > Revised Estimate 
/ ! i 
The nain reason for t h i s retarded revmue account 
balance was due to a f a l l In non->tax revenue. In the ye'^ r 
1982-83 the revenue receipts rose to aB,1126j5,3l lakhs against 
I t s dlsburaement and balance of b. 9250,61 lakhs and 5.2032,70 
lakhs respectively. The Increase was due to the Impact of 
grant8»lQ>aid from the Central Governisent by an amount of 
Hi«20,17 crores. The position of revenue account was more 
favourable In 1983«»84(RE) because the revenue account surplus 
rose to as. 10,4(^.90 lakhs. This was due to niore Increase In 
grants-in-aid and other contributions from the Union Government 
by an additional amount of Hs.20vC>4 crores. In the f i s ca l year 
19d4-^(Bfi') the revenue account surplus was estimated to 
be &• 9382.12 lakhs. The reason Is mainly due to Increase of 
revenue receipts and contribution from the Union- Government In 
the form of grants*ln-aid. Curing the same year, the revenue 
account expenditure Increased from as.10A09.9O lakhs to te. 11^53.95 
lakhs by a margin of ib. 1044,03 lakhs. 
From the above analysis , i t i s found that the contribu-
t ion of revenue account la surplus In character and help to 
Improve the financial condition of the s t e t e . The main reason 
for having such trend of surplus revemie account In the State's 
Budget i s neither from e l a s t i c tax structure no** from the rapid 
growth of non-tax reveune because their contribution i s a 
minor part. This i s because of the rapid expansion of the 
of the volume of grant8<-ln*aid and contributions from the 
Union Qovernment during the Inst lOjraars after attaining 
statehood* 
It i s seen from table 2*2 , the grants*ln»alei 
rose treoendously from &• 1,375«88 lakhs In 1972-73 to 
aB,2,922,28 lakhs in 1975-76. The trend of grants-ln-eld 
in the year 1976-77, 1977-76, 1978-79, 1979-80, 1980-81, 
1981-8^, 1982-83 , 1983-8^(f^E) and 1984-85(BE) wero 
respectively 79.63iHi,a6.7l5^, 86.64 %, 86.685X , 83.9^i!<»,63.569t, 
84,42^, 85*63 fi, 85*83 %, 86,98 .a respectively , From t h i s 
trend i t i s found that the peroenta^a r i s e of the guantum of 
grants-in-aid was highest in 1984-85(1^) and lowest in 1980-81. 
The s i tuation of 1980-81 , was due to sudden expansion of 
non-tax revenue. 
Regarding tota l tax receipts (Tax and non-tax ) , the 
trend i s slow and steady because the non-tax revenue retarded 
i t s contribution from ^2,%n in 1973-74 to 2*50 % in 1984-85 
(BE)* Only there was a steep r i s e in 1980-81 because the other 
non-tax revenue factors contributed a greater rece ipts . The 
percentage contribution of tax revenue was 9*07 ?^  in 1973-f4 and 
then f e l l to 6*74 %, 8.96 % 3,B^% , 6*01^ , 5.55 S 5*15 % 
4.01 ^, 6.11 5ft, 5*57 %, 5*71 and 5*43 in the yenr 1974-75 to 
1984»85 (BE) .The retarded 4,01 % of the tax revenue has ,^ 
TABLE 2.2 
STATE'S POSITION OF GRANTS-IN-AID AND OONTRIBUTION 
(8s. in lakhs) 
Fiscal year Receipts from 
grants-in-aid 
and contribu-
tions 
Total Revenue 
Account 
Receipts,* 
Percentage of 
1 to 2 
± 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84(RE) 
1984-85 (BE) 
SOURCE t 
1375,88 
1363.98 
^83,80 
2922.28 
A851,36 
4977.20 
5564.13 
6084,33 
7051.62 
8036.23 
9644.40 
11648.91 
14644.40 
Various Finance 
1783.55 
1868.24 
3114,31 
3653.85 
5594.82 
5744.80 
6419.06 
7248.42 
11093.97 
9507.85 
11263.31 
13572.60 
16836.07 
Accounts Qovernacmt 
77.14 
73.00 
82.90 
79.98 
86.71 
86.20 
86.68 
83.94 
65.56 
84.42 
85.63 
85.83 
86.98 
of Manlpur, 
• Total revenue Accounts receipts include State's tax 
& noxv-tax revenue, Qrants-in-aid & contributions. 
State 's sbare of Union Excise Duties and Incoaie tax. 
BE m Budget Estimate RE « Revised Estlmste. 
cofflparatlve coxxtrlbutlon to 27,35 % ot the non-tax revenue. 
The overall conblneci tax receipts contrlbuteci 17.6?6 to 
to ta l revenue accounts rece ipts . There was a decreasing order 
upto 8.4?() in 1979-80 and raised to 31.4 ^ in 1980-81. This 
>ra3 because of the more contribution of non-tax reveruae in 
the same year. Then, more or l e s s decrease prevails after 
the f i s c a l year 1981-82 t i l l 198A-85(BB) at the rnn^e of 
8.0 ii» It i s shown in Table 2.3 • 
The share of Union-Excise Duties in 1972-73 was 
5.24>k and then f e l l to 3,67 -* in 1976-77,i During the year 
1976-77 to 1978-79 there was more or l e s s average percentage. 
I t suddenly rose to 7.66 ^ in 1979-'^0, then the percentage 
decreases to 4.99 ^ in 1984-85(BE) , It 3Ls shown in table 
2 .4 , 
It la manifested from the above analysis that the 
main reason for having a surplus revenue account i s due to 
larger quantum of grants-in-aid and contributions from the 
Central Government, but not due to the e)i:pansion of 3tate»3 
tax structure on tax and non-tax revenues. It i s worth to 
say that the State i s heavily depended ufjon the Federal 
f i s ca l transfers for i t s financing. It forecasts Stete ' s 
handicapness in tax effort and weaknes in internal 
resource mobilization that may led to lose i t s financial 
autonomy. 
TABLE 2 .3 
POSITION OF STATE'S TOTAL TAX RECEIPTS 
( Rs. In l akhs ) 
F i s c a l year To t a l t a x c o l l e c t i o n 
(Tax & Non-tax ) 
i n c l u d i n g c e n t r a l 
Income t a x v. 
To ta l Revenue 
Account 
Rece ip t s • 
Percentage 
of 1 t o 2 
1972-73 
1973-74 
l97#-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84(RE) 
1984-85(BE) 
314.11 
400.35 
389.26 
560.02 
537.87 
546.10 
606.73 
608.91 
3479.45 
320.62 
901.82 
1131.89 
1351.67 
1783.55 
1868.24 
3114.31 
3653.85 
5594.82 
5744.80 
6419.06 
7248.42 
11093.97 
9507.85 
11263.31 
19572.60 
16836.07 
17.6 
21.4 
12.5 
15.3 
9.6 
9.5 
9.5 
8.4 
21.4 
8.6 
8.0 
8.3 
8.0 
SOURCE : Various Finance Accounts, Gtovernmsnt of Kanipur. 
• To ta l Revenue Accounts r e c e i p t s inc lude S t a t e ' s 
t a x & non- tax revenue , g r a n t s - i n - a i d & c o n t r i b u t i o n s , 
S t a t e ' s sha re of Union Exc i se Dut ies and Income Tax . 
BE a Budget Es t imate RE = Revised Es t ima te . 
TABLE 2 .4 
POSITION OF STATE'S SHARE OF UNION EXCISE DUTIES 
,^  ^ 
F i s c a l year 
0 
1972-73 
1973-74 
1974-75 
1975-76 
1975-77 
1977-78 
1976-79 
1979-80 
1980-81 
1980-82 
1982-83 
1983-84(RE) 
1984-85(BE) 
SOURCE t 
S t a t e ' s sha re of 
Union Excise 
Dut ies 
1 
93.56 
103.91 
141.25 
171.55 
205.59 
221.50 
248.20 
555.18 
562.90 
661.00 
717.09 
791.80 
840.00 
Various Finance Accounts, 
To ta l Revenue 
Account 
Rece ip t s •^  
2 
1783.55 
1868.24 
3114.31 
3653.85 
5594.82 
5744.80 
6419.06 
7248.42 
11093.97 
9507.85 
11263.31 
13572.60 
16836.07 
Percen tage 
1 to 2 
3 
5.24 
5.56 
4 .53 
4.69 
3 .67 
3.85 
3.87 
7.66 
5.07 
6 .59 
6 .37 
5.83 
4 .99 
Government of Manipur 
• T o t a l Revenue Accounts Rece ip t s include* S t a t e ' 
t a x & non- tax revenue g r a n t s - i n - a i d & c o n t r i b u t i o n a , 
S t a t e ' s s h a r e of Union Excise IXities and Income Tax, 
BE • Budget Es t imate RB = Revised Es t ima te . 
I" • \ 
Capital Account 
Capital account covers the creation, acquisit ion and 
disposal of assets and their corresponding l i a b i l i t i e s which 
are not on a contlrHious basis , i^xpendlture on such heads Is 
not expected to be charged to revenue account which Is basically 
meant lor financing the routine a c t i v i t i e s of the s tate , lienor 
portion of the s tate Oovernraent consists of loans from the 
Union Government • On account of the factors sloiilar to those 
operating on the reveittie s ide, state budget have shown Q rapid 
increase an capital account. The state i s assuoilng , in an evc>r 
increasing measure, the developmental respons ib i l i t i e s of the 
economy and trying to provide the social services for a rapid 
economic growth. The capital account of Manipur cieplcts n 
different picture and i t showa a chronic d i f i c i t almost since 
i t s Inception to a f u l l fledged s ta te . Table 2,6 depicts that 
the state had witnessed surplus capital account only In two 
years v i z . , a surplus account of Rs. 222. 45 lakhs in 1975-7^ 
and &, 1,093.02 lakhs in 1981-82, This surplus i s very nominal 
in view of the huge developmental requirements. During 1972-73 
the state had a negative account of fe, 247.€9 lakhs anci followed 
by surplus balance of its, 222.45 lakhs then rose to a def ic i t 
of te,59.20 lakhs in 197^-75 and steeply r ise in defict to 
b. 199.26 lakhs , &s. 1673.91 lakhs Bi. 2338,86 lakhs 8». 2428.86 lei 
TABLE 2 .5 
TRENDS OF STATE'S REVENUE ON REVENUE ACCOUNT 
(Year-wise ) 
RECEIPTS 
_ _ - _ _ - ( te , ln l a k h s ) 
P a r t i c u l a r s of Item 1972-73 1973-7974 197^-1975 1975-1976 197$-1977 1977-1978 
T o t a l Revenue 1783.55 1868.24 3114.31 3653.85 5594.82 5749.80 
(A)Tax Revenue 158.98 169.50 209.83 327.27 324.91 345.34 
(B)Non^Tax Revenue 155.13 230.85 179.43 232.75 212.96 200.76 
(C) G r a n t s - i n - a i d 
AContr ibut ions 1375.88 1363.98 2583.80 2922.23 4851.36 4977.20 
( D ) S t a t e ' s share of 
Union fixcise 
JDuties 93.56 103.91 l 4 l . 2 5 171.55 205.59 221.50 
Percentage of i tems % 
T o t a l Revenue 100 100 100 100 100 100 
(A)Tax Revenue 8.91 9 .07 6.74 8.96 5.81 6.01 
(B)Non-Tax Revenue 8.70 12.36 5.76 6 .37 3.81 3.49 
(C) G r a n t s - i n - a i d 
& c o n t r i b u t i o n s 77.14 73.00 82 .9 79 .98 86.71 86.64 
(D)Sta te»s sha re ^ 
of Union 
Excise Dut ies 5.34 5.56 4 .53 4 .69 3 .67 3.85 
Contd. of Table 2.5 
1978-1979 
6419.06 
356.26 
250.47 
5564.13 
248.20 
100 
5.55 
3.90 
86.68 
3.87 
1979-1980 
7248.42 
373.66 
235.25 
6084.33 
555.18 
100 
5.15 
3.24 
83.94 
7.66 
1980-1981 
11093.97 
445.05 
3034.40 
7051.62 
56X.90 
100 
4.01 
27.35 
63.56 
5.07 
1981-1982 
9507.85 
581.39 
239.23 
8036.23 
661.00 
100 
6.11 
2.51 
34.42 
6.59 
1982-1983 
11263.31 
627.05 
274.77 
9644.40 
717.09 
100 
5.57 
2.44 
85.63 
6.37 
1983-1984 
(RE) 
13572.60 
775.37 
356.52 
11648,91 
791.80 
100 
5.71 
2.62 
85.83 
5.83 
1984-1985(BE) 
16836.07 
914,06 
437.61 
14654.40 
840.00 
100 
5.43 
2.50 
86.98 
4.99 
SOURCE : Various Finance Accounts, Gtovernment of Manipur, 
B.£. = Budget Estimates, RS = Revised Estimate. 
TABLE I 2^6 
TRENDS OF STATE'S REVENUE ON CAPITAL ACCOUNT 
Ftacal ; 
1972-73 
1973-7A 
1974.75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1380-81 
1981-82 
1982-83 
year 
1983-84(aE) 
1984-85(BE) 
Sourcet 
( 
REVEI^ E ACCOUNT 
Receipt8 
831.72 
23A6.29 
1260.46 
955.76 
5615.89 
29^7.88 
1626.80 
3607.32 
II50A.73 
14842.67 
7120.53 
1450.62 
1482.30 
Verlous Finance 
Dlsbursm«nt 
1079.^1 
2123.84 
1319.66 
1804,56 
7613,15 
4621.79 
3965.66 
6036,13 
15406,13 
13749.65 
2135.36 
4764.74 
5972,04 
[to. in lakhs ) 
BALANCE 
SURPLUS ( • ) / ( - ) 
DEFICIT 
-247 .69 
^.222.45 
- 5 9 . 2 0 
-.448.80 
-1997.26 
-1673.91 
—2338.86 
-2428.86 
"3901.40 
f1093.02 
-1014.83 
-3314.12 
-4489.74 
Accounta, Government of Manipur. 
k« 3901.40 lakhs during the year 1975-76 to 1980-81 
In the year 1981*82, i t became a surplus btalance of 
h. 1093*02 lakhs. 
Deficit again prevails in the year 1982-83 with 
an aasount of fe, 1014,83 lakhs, then It rose successively 
to w. 3314.12 lakhs In 1983-84 (RE) and fe. 4489.74 lakhs 
in 1984-85 (a£) . Xfae r^in reason for such « large def ic i t 
in the capital account of Menlpur was not cue to sa<id->n 
•xpanslon of ca»pital outlay on developmental a c t i v i t i e s but 
i t was mainly due to huge repayment of internal debt, 
loans and advances from the Union Governaont and vKjriatlons 
in the quantum of public debt. The detai l analysis i s l e f t 
because the main study of th« chapter i s atout Central 
transfer and s t a t e ' s own revenue receipts before and after 
the devolution and transfers. 
The main sources of capital receipts of Manlpur are 
Internal i>ebt of the i t ate, Loans and Advances frotn the 
Centrel Government end Loans end advances Recoveries,It Is 
found from the table 2,7 the reveraie receipts of Internal 
l>ebt in the year 1972-73 was &. 110.88 lakhs. There was r i s e 
and f a l l trend in the Internal debt. In the ye^r 1973-74, 
1974-75, 1975-76, 1976-77, 1977-78, 1978-79, 1979-80,1980-81, 
5^ 
TABLE 2 .7 
TRENDS OF STATE'S REVENUE ON CAPITAL ACCOUNT 
(yea rwlse ) (Rs, In l a k h s ) 
(RECEIPTS) 
P a r t i c u l a r s of 1972- 1973- 1974- 1975- 1976- 1977-
Items 1973 197^ 1975 1976 1977 1978 
A)Public Debt 
a ) I n t e r n a l 110.88 950,19 418.93 253.13 5482.53 2629.98 
Debt of t h e (13 .33) (40 .50) (33 .23) (25 .42) (97 .62) (89 ,21) 
S t a t e 
b)Loan8 and 708.40 1379.64 814.24 712.65 113.96 263.89 
Advances from (85 .17) (58 .80) (64 .60) (71 .57) (2 .03 ) (8 ,95 ) 
the c e n t r a l 
government 
B)Recovery 12.44 16.46 27.29 29.98 19.40 34.01 
of l oans and (1 .50 ) (0 .70 ) (2 .16) (3 .01 ) (0 .35) (1 .34) 
Advance 
T o t a l : 831.72 23#6.29 1260.46 995.76 5615.89 2947.88 
Capi ta l Rece ip t s (100 .00) (100 .00) (100 .00) (100.00) (100.00) (100.00 ) 
CONTD. 
p; s 
Contd. of table 2.7 
1978- 1979- 1980- 1981- 1982- 1983 - 1984-
1979 1980 1981 1982 1983 1984(RE) 1985 (BE 
843.91 2173.66 7268.90 12613.09 -1098.27 551.97 579.00 
(51.87) (60.26) (63.18) (84.98) (-15.42) (38.05) (39.06) 
759.56 1390.52 4206.88 2198.75 8184.50 860.65 863.30 
(46.69) (38.55) (36.57) (14.81) (1l4.94) (59.32) (58.24) 
23.33 43.14 28.95 30.83 34.30 38.00 40.00 
(1.43) (1.20) (0.25) (0.21) (0.48) (2.62) (2.7 ) 
1626,80 3607.32 11504.73 14842.67 7120.53 1450.62 1483.00 
(100.00) (ioo.oo)(ioo.oo) (100.00) (100.00) (100.00) (100.00; 
Source jVarious Finance Accounts, government of Manipur. 
BE » Budget Estimate, RE = Revised Estiraate 
NB • Figures in brackets ind ica te the percentage share. 
1981-82 ther« w«re r i s e and f a l l cont r ibut ions of KS.950 .19 
lakhs , Ks.4l8.93 lakbs, Bs. 233.13 lakns , 8s. 3^82.33 lakhs, 
fc.2629,98 lakhs , te.843.91 lakha, te. 2173.66 lakhs , Rs. 7268.90 
lakhs , St. 12613.09 lakha respec t ive ly . A steep f a l l occurs 
in 1982-83 with a negative amount of fe. ( -) 1098.27 lakhs and 
then rose to *.551.97 lakhs and I4i. 579.00 lakhs . The co l lec t ion 
from loans and advances from the Central Government from 
1972-73 to 1984-85 (BE) were respec t ive ly (t. 708.40, fe. 1379.64, 
H$.814.24, Ss. 712.65, fs. 113.96, Rs. 363.39 , rJs. 759.56, 
Rs. 1390.52, te. 4206.88, te. 2198.75 in thousand u n i t s . Then, 
a steep r i s e occurs in 1982-83 at the range of a&. 8184,50 lakhs 
against ( - ) fis. 1098.27 of i n t e rna l debt , Th^n i t retarded 
to fe. 860,65 lakhs and K I . 8 6 3 . 3 0 lakhs in the year 193-84(RE) 
and 1984-85(BE).The co l l ec t ion from Recovery of Loans and 
Advances was .^. 12.44 lakhs then rose »4 to &.29,98 lakhs in 
1975-76 . In the precedlnt; years of 1976-77 t i 1983-84(R5) 
the revenue rece ip t frors t h i s item m8inteir.ed te, 19.40 lakhs , 
&,34,01 lakha, R&. 23.33 lakhs , fis.43.14 lakhs , te. 29.95 lakhs , 
fa, 30.83 lakhs, fis. 34.30 lakhs and iJs. 38.OC lakhs . In the year 
1984-85 (BE) t he co l l ec t ion was e. 40.00 lakhs , the rt?heat 
peak In the i tems. The cap i t e l r ece ip t cont r ibut ions are also 
in u i s to r t ed t r end . The lowest co l l ec t ion v«s "te. 831.72 lakhs 
in 1972-73 and the highest co l l e c t i on was h, 14842.67 lakhs 
In 1981-82 .This was because of the highest co l l ec t ion of 
»$. 12613.03 lakhs to In te rna l Debt or t he Sta te in 1981-82. 
Thus , t he trend of the c a p i t a l r ece ip t s i s insigl i l f leant 
and e r r a t i c . 
> < 
Capital gjcpendittire i 
The axpenaiture on capital account Is fInancad out of 
the mf^k capital receipts such as otarket loans borrowing by 
Goverxment from the Reserve Benk, recoveries of loani 
granted by Central Government to State Qovernsents, 
governicent companies, cori>orations and other parties tor 
aevelopteent purposes. The important heads of capital 
expenditure are v i z , General aervicesg social and community 
Sttrvices, Economic Services and Loans & Advances recovery 
services . 
The trend of capital ^penditure of Manipur state i s 
shown in table 2.S. It reveals that 79»95 % of the to ta l 
Capital expenditure was invested on Genertal services* social 
and co&DBiunlty Services end Economic Services during the year 
1972-73. About 12,71 ^ of the to ta l capital expenditure 
was laade on repayment of loans and advances (public de t ) 
and about 11,34 ^ was aade available for loans an^ l advances to 
the third part ies . In the year 197^-75, 85,55^ , ^^.S^% and 
2,73 were invested on capital outlay» public debt and 
Repayment of Loans and Advances to Centre.* V e^n there was 
an investment of 19.54 ?i of the to ta l capital expenditure 
on to ta l developmental outlay, a repayment of 79.36 % was 
Buide on loans and advances from the Central Gov rnriOnt, 
J 
TABLE 2 .8 
TRENDS OF STATE'S X CAPITAL EXPEI©ITURE 
( DISBURSEMENT ) ( Hs. i n Lakhs ) 
P a r t i c u l a r s I tems 
A)Capi ta l o u t l a y 
a)Genera l s e r v i c e s 
1972-
1973 
-
b)Soc i a l & community 
Servlrces 
c)Economic S e r v i c e s -
To t a l Development 
Outlay (a+b+c) 
B)Public Debt 
C)Repayment of 
Loans &Acivances 
t o c e n t r e 
'J^otal 
Disbursement 
8 1 9 . 8 1 * 
(75 .95) 
137,20 
(12 .71) 
122,ho 
(11 .34) 
1079.^1 (100.00) 
1975-
1974 
-
-
-
(40 .36) 
1194.14 
(^^6,22) 
72,75 
(3 .42) 
2123.84 
(100.00) 
1974-
1975 
31.70 
(2 .40 ) 
184.39 (13 .97) 
912.96 
(69 .18) 
1129.05 
(85 .55) 
154.32 
(11 .69) 
36.29 
(2 .75 ) 
1319.66 
(100.00) 
1975-
1976 
44.28 
(2 .45 ) 
169.07 
(9 .37 ) 
1283.77 (71 .14) 
1497.12 
(82 .96) 
257.85 
(14 .28) 
49.50 
(1 .09) 
1804.56 
(100,00) 
1976-
1977 
24.07 
(0 .31 ) 
162.10 
(2 .13 ) 
1301.79 
(17 .10) 
1487.96 
(19 .54) 
6042,00 
(79 .36) 
83.16 
( 3 . 3 5 ) 
7613.15 
(100.00) 
1977-
1978 
41.75 
(0 .90 ) 
227.39 (4 .92) 
1514.09 (32 .76) 
1^83.23 
(38 .58) 
2683.60 
(58.06) 
154.96 
(3 .35 ) 
4621.79 (100.00) 
OeNTD. of Table 2 . 8 
1978-
1979 
77.69 
(1 .96 ) 
334.36 
(5 .43) 
2460.76 
(62 .05) 
2872.81 
(72.44) 
954.70 
(24 .07) 
1979-
1980 
72 .29 
(1 .20) 
767.75 
(12 .72) 
2336.87 
(38 .71) 
3176.91 
(52 .63) 
2682.45 (44 .44) 
1980-
1981 
100.32 
CO.65) 
916.75 
(5 .95 ) 
2344.61 
(15 .22) 
3361.68 
(21 .82) 
1981-
1982 
109.31 
(0 .79 ) 
1045.11 
(7 .60 ) 
2406.22 
(17 .50) 
3560.64 
(25 .89) 
11863.99 1 0 0 8 . 7 8 (77 .01) (72 .86) 
1982 
1983 
129.87 
(1 .59 ) 
1026.92 
(12 .62) 
2515.72 
(30 .92) 
3672.51 (45 .14) 
4325.65 
(53 .17) 
1983 1984 
1984 1985 
(RE) (BE) 
388.^2 143.0( 
( 8 .15 ) (2 .39 
; 1253.3 1316.5 
(26 .30) (22 .0 
2795.87 3220.11 
(58 .68) (53.92 
4437.49^)4679. (93 .13)(78 .36 
125.39 1043.2 
(2 .63 ) (17 .4 ' 
176.82 
(2 .93 ) 
180.46 170.23 
(1 .17) (1 .24) 
137.20 
(1 .68 ) 
201.86 249. 
( 4 . 2 3 ) ( 4 . 1 7 
133,15 
(3 .48) 
3965.65 6036.18 15406.13 13749.65 S135.36 4764.74 5972. 
(100.00) (100.00) (ioo.oo;(ioo.oo) C100.00) 1100 oo)(ioo. 
Source:Var ious Finance Account, Government o£ .-ianipur 
BE = Budget Es t ima te , RE = Icvisect Est imate 
,r Computed e s t ima te based on 1st A p t i l , 1974. 
N .B . - Fig&res i n bracket i n a i c g t e t h e p e r c e n t a g e . 
Only 1.09;^ was na^e avsi lable for loans and advances to the 
third partlaa, Ganaral Services, social & c nuBunity services 
and Economic Sarvices occupies 93,13>* and 78,36^ in 1983-84(RB) 
and 1984-85(BE;, then followed by 2,63% and 17.4? In public 
debt and then 4«23^ and 4,17.4 wns ma^ e available for loans 
and advances to the third parties • 
FrotB the analyaia, we found that the quantum of public 
aebt receipts and disbursementa coused to change the capital 
account balance position very frequently in the State. The 
main reason of the de f i c i t s in the capital accounts of the 
State are the shortfal ls and frequent fluctuations in the 
quantum of public debt rece ipts , increasing hug* repayment of 
debt, s t a t e ' s huge capital investments on non -productive and 
infrt,structural development heads, heavy loss of carit.-.l expendi-
ture on statutory comporations, Govertiment companies, cooperative 
inst i tut ions and heavy capital l o s s on foo^. 
PUBLIC ACCOUtlT 
Public account comprises of receipts froK staall savings, 
provident funds, deposits and advances, suspense and miscellaneous 
and remittances and expenditures of the state budget thereof. 
The overall public account balance position shown in 
table 2.9 i s not sat isfactory. It has almost d e i i c i t balance 
in the year 1974-75, 1975-76, 1976-77, 1977-78, 1978-79 and 
TABLE - /^ 
TRINDS 0? STATE'S PUBLIC EXPENDITURE ON REVINUE ACCOU-'^ T 
(Rs. i n l akhs ) 
P a r t i c u l a r s of 1972- 1973- 1974- 1975- 1976- 1977-
Items 1973 1974 1975 1976 1977 1978 
To ta l Expendi ture 2081.45 2057.24 2689.34 2773.09 3623.66 3662.98 
A,Development 
Expenditure 1360.04 1330.53 1656.65 1837.06 1947.04 2182.00 
a ) S o c i a l and 
community 
s e r v i c e s 892.10 854.77 996.62 1062.81 1140.53 1222.41 
(45 .78) (42 .30) (37 .61) (39 .04) (31 .89) (34 .43) 
b)£conoi&ic 
Serv ices 467.94 475.76 660,03 774.25 806.51 959.59 
(24.01) (23 .54) (24 .91) (28 .44) (22 .55) (27 .02) 
B)fion-Development 
Expendi ture 721.41 726.71 1032.69 936.03 1676.62 1440.98 
a)Small sav ings 
FIF ( i n t e r e s t 
'payments) 32.68 36.60 39.74 50.80 47.48 72.04 
(0 .66 ) (0 .74 ) (0 .17) (0 .18) (0 .22) (0 .28) 
^ ' ^ ^ r i f i i r ^ * ^ ' ' ^ ^38 .73 690.11 992.95 885.23 1629.14 1368.9^ 
( g t n I r S s e r v i c e s ) ^ 5 0 . 2 1 (34 .15) (37 .48) (32.52) (45 .56) (38.551 
CONTD. OF TABLE 
1978- 1979- 1980- 1981- 1982- 1983- 1984-
195f9 1980 1981 1982 1983 1984(RS) 1985(BE) 
^ 3 9 . 9 9 5579.22 7080.13 8 6 ^ . 8 7 9390.98 10513.05 11561.95 
2908.07 3850.82 5 0 ^ . 2 4 5558.82 6122.85 7260.66 7890.58 
1711.17 2306.29 2988.97 3285.38 3559.72 3833.80 A279.29 
(35 .92) (41 .99) (42 .83) (38 .59) (38 .56) (36 .83) (37 .§6) 
1275.90 1544.53 2051.27 2273.44 2563.44 2563.13 3611.29 
(26 .78) (28 .12) (29 .39) (26 .71) (27 .77) l!32.92) (31 .53) 
1852.92 1728.40 2039.89 3090.05 3268.13 3252.39 3671,37 
75.89 87.46 101.09 136.50 160.37 103.15 108.00 
(0 .22 ) (0 .21) (0 .22) ( 0 . 2 ? ) (0 .25) (0 .19 ) (0 .20 ) 
1777.03 1640.94 1938.80 2953.55 3107.76 3149.24 3563.37 
(37 .30) (29 .89) (27 .78) (34 .70) (33 .67) (30 .25) (31.11) 
Stource; Various Finance Accounts, Government of Manipur 
BE =Bucis;et Es t imate . RSfi Revised Es t imate 
T^B • F igures i n b r a c k e t s i n d i c a t e t h e percentngp s h a r e . 
TABLE - 2 . 9 
OVERALL TRENDS IN STATE'S PUBLIC ACCOUNT. 
F i s c a l year 
1972-73 
1973-7^ 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84 (RE) 
1984-85(BE) 
Source: Veri 
Pub l i c Account 
Rece ip t s 
TOTAL 
5043.35 
4960.81 
23013.24 
27088.80 
20997.55 
25820.45 
33141.85 
44122.54 
44874.08 
61446.60 
6 1 3 7 8 ^ 7 
53488.00 
53784.51 
0U3 Finance Account 
Pub l ic Account 
Disbursements 
TOTAL 
4940.35 
4944,67 
23477.78 
27540.60 
21046.16 
25832.74 
33646.89 
41319.35 
45747.96 
62982.33 
62730.21 
52930.78 
53296.60 
s , Government oi 
(Rs. i n 
Bel 
l akhs ) 
Lance 
surp lus / 
d e f i c i t 
+103.00 
+16.14 
-564.54 
-451.60 
-58 .61 
-62 .29 
-505 .04 
+803.19 
-873 .88 
-1535.73 
-1351.74 
+477.22 
+487.91 
Manipur 
BE = Budget E s t i m a t e , RE » Revised Est imate 
(^) :Surp lus ( - ) : Q e f l c i t 
1980-81, 1981-82, 1982-83 except In the year 1972-73, 1973-7^, 
1979-80 , 1983-84 (RE) and 1984-85 (BE) showing a surplus 
balance* 
From the above observation It la clear that the s tr te has 
almost def ic i t public account balances since i t s attainment of 
ful l - f ledged s ta te . The main reason for such d e f i c i t s was mn 
account of excessive disbursement of suspense and miscellaneous 
and remittances over their actual rece ipts . This further 
adds more constraints to the chronic financial problem of the 
State. 
OVfiRALL BUDQETA^ Y^ POSITICN j 
I t i s d i f f i cu l t for the s tate to find in raising adequate 
funas for meeting i t s ever increasing capital experiditure. The 
state has aade up the d e f i c i t s in capital expenditure out of 
budgetary surplus an revenue account but they have not been 
adequate to cover the entire def ic i t on capital account and the 
|te*oblem has been further deterioreted by d e f i c i t s in public 
account as discussed above. Consequently, there hes been chronic 
overall budgetary def ic i t of the State, It Is found from table 
2,10 that since the attainment ot statehood til?, the financial 
year 1984-85 (B5) the has witnessed more d e f i c i t s than surpluses. 
It indicates that the s tate resources before ar^ after trajssfer 
from Central Pool througri Finance Commission and Planning 
Commissions transferring agencies were not adequate to ae t i t s 
TABLE 2.10 
OVERALL BUDGSTARY POSITION OF MANIPUR 
(Rs. In lakhs) 
F i s c a l ye 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
ar 
1983-84(RE) 
1984-85(BE) 
Source t 
Surplus ( • ) / 
D e f i c i t ( - ) on 
Revenue Account 
-165 .22 
-152.40 
^46^.71 
•931.56 
+2018,64 
•2193.86 
•1654.96 
•1756.66 
•4114.93 
•995.48 
•2032. g;o 
•3162.70 
•5382.12 
Various Finance Accounts, 
Surplus ( • ) / 
De f i c i t ( - )on 
Capital 
account 
-247 .69 
•222.45 
-59 .20 
-848 .80 
-1997.26 
-1673.91 
-2338.86 
-2428.86 
-3901.40 
•1093.02 
-1014.83 
-3314.12 
-4489.74 
Overall Budgetary 
surplus ( • ) / -
Def i c i t ( - ) 
-412.91 
•70 .0 "5 
•405.51 
+82.76 
+21.38 
+519.95 
-683.90 
-672 .20 
+213.53 
+2088.50 
+1017.87 
- 1 5 ^ 4 2 
+892.38. 
GbvarniBent of Manipur. 
growtJtitg r tqulrmsents both on revenue and c a p l t e l accounts 
per ta in ing the more expansion of s t a t e ' s funct ions . This i s not 
the sole r e s p o n s i b i l i t y t o the federal Ctovernaient, 
The .Relatively low cont r ibut ion of tax and non-tax revenue 
subject to s t a t e ' s Ineff iciency in oesource mobil izat ion, t^x 
p o t e n t i a l i t y and e f fo r t , t he dependence of Manipur on loan finances 
has been considerably increased. Thus, in te rna l debt and loans 
from the Union CJoverniEent and RBI became an iaipojrtant beggar 's 
alms and means of financing the s t a t e ' s oc enciiture during the 
l a s t 13 years . The only drawbacks to borrow loans i s to give Interesl 
payments, i . e . , the burden on the shoulder of the S ta te , ^ , the 
share in Central Divis ible Pool and gran t s - in -a id i s advisable 
predoKinantly t o l i b e r a l forix-ula of both t he Finance Cbmrnisaion an^ 
Planning commission because Discretionary or other t r ans fe r i s 
aeasonal end condi t ional in charac te r , 
Ihe State being alu'ays in de f i c i t s i t u a t i o n j f ten r e s i l t e d 
in d i f i c i t financing and overcrfiftIng, Nccescajry step should be 
taken up to check the p rac t i ce of unauthorised overdrefts by 
the s t a t e govenuaent, by c u r t a i l i n g i»r>-plan f»nd non-development 
•xpem-iture to the aiiniaium poss ible snci maintsinlng expenditure 
In i t s economy. In t h i ^ point of view recen t ly in the l a s t month 
of 1987, ^iil Objected the overdraf ts ofKerala S te te . 
TABLE 2.11 
OVERALL BUDGETARY POSITION OF THE STATES 
(In crores of rupees) 
Year Surplus (•»•)/ 
Def i c i t ( - ) on 
Revenue 
Account 
Surplus (•••) 
Def i c i t ( - ) 
on Capital 
Account 
Over 
Budgetary 
Surplus(+)/ 
Def i c i t ( - ) 
197#-75(A) 
1975-76(A) 
1976-77(A) 
1977-78(A) 
1978-79(A) 
1979-80(A) 
1980-81(A) 
1982-83(A) 
1983-84(x^ 
(RE) 
198A-85(BE) 
•)401.91 
+)952.89 
+)1096.6l 
+)1019.14 
+)1135.38 
•)15A8.27 
+)900.38 
+)888.10 
•)516.2 
+)822.80 
.)432.20 
•)937.11 
•)1199.63 
.)1102.27 
•)815.3A 
.)1776.27 
01783.38 
.)1708.20 
-)969.40 
01520.00 
- ) 3 0 . 2 9 
+)15.78 
- ) 3.02 
- )83.13 
4)320.04 
-)228.00 
-)883.00 
-)820.10 
-)452.00 
-)637.20 
Source: Figures for the f inanc ia l years 1974-75 to 
1980-81 are compiled from Indian Economic S t a t i s t i c s . 
Public Finance, Ministry of f inance, 'government of 
KJS India, 1982-83. 
Figures for the f inanc ia l years 1982-83 to 1984-85 are 
compiled from Reserve Bank of India Bul le t in . October, 1984 
i>lOTE : A = Actual ; RE » Revised Estimates; BE«Budget Estimates. 
TABLE 2.12 
STATE'S BUDGETS WITH WITHOUT CENTRAL TRANSFERS 
(REVENUE ACCCjUm ) 
(Statutory chazuMl) ( h* in lakha) 
Budgetary Position with central 
Tranafera 
Bucigetary Position with central 
transfers 
Fiscal Year Revemie Revenue Budget Non-Plan 
Receipts Sxpen* Balance Transfers 
ditures ( - )Def ic iV 
(•)Surplus 
Glanced 
Budgetary 
po ait io n 
[•)Surplus / 
:-.)Deficlt. 
1972-73 
1973-7A 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1783.55 
1858.24 
3114.31 
8653.85 
559^.82 
5744.80 
6419.06 
7248.42 
11993.97 
9907.85 
11263.31 
1983-84(1B) 13572.60 
19S4-85(B£^16836.07 
19#8.77 
2020.64 
2649.60 
2722.29 
3676.18 
3550.94 
4764,10 
5491.76 
6979.04 
8512.37 
9230.61 
10409.90 
11453.95 
-165.22 
-152.40 
•464.71 
•931.56 
•2018.64 
•2193.86 
•1654.96 
•1756.66 
•4114,93 
•995.48 
•2032.70 
•3162.70 
•5382.12 
1112.94 
1105.81 
2233.15 
2362.15 
2525.87 
2743.52 
2951.63 
2942.38 
3261.16 
3253.01 
3845.90 
4378.90 
6727.30 
•947.72 
•801.01 
+2697.86 
+4544,51 
•4544.51 
•4937.38 
+460^.59 
•4699.04 
•7376.09 
•4248.49 
•5878.60 
•7541.60 
•12109.42 
Source: Various Issues of R^Bmim Bulletin. 
Finance Accounts. Ctevernment of Manipuir, 
Economic Review . Government of Manipur, 
BE m Budget EstiiMta RS « Revised Estimate 
lapfict of Federal Tr«nsf>r« ( f inancia l Posi t ton )i 
From t he ana lys ia - t ab le 2,6,o} py^ecedirt^ l '*S«j 
We cane t o know the budgetary pos i t ion and overRll budgetary 
pos i t ion of Manlpur t ha t t he re l e de f i c i t t rends atcldat some 
surpluses In specif ic f i s c a l yeers . Let us t-inalyse the 
s t a tu to ry stream ( l . e , Non-Plan t r a n s f e r s ) on t h e balance 
budget of the S ta te , Table 2.12 shows the budgetary posi t ion 
of Sta te before and a f te r the non-plan t r a n s f e r s . The 
budget balance la Increased from &, 947,72 lakhs in 1972-73 
to &, 12109.42 lakhs In 1964-65 (B£). :he r e a t l n l n g f i s c a l 
years aisio stiows the t rena oi increasin-i; budget ^iurplus. 
Again, *e analyse t a b l e 2.13 about the trend of t he 
overa l l s t a t e ' s Budgetary pos i t ion . Xhe t r ans fe r s fron: Finance 
Coomlsslon nave jnown the Increasing budget surplur . In the 
f i s c a l year 1972-73 the pos i t ion was 3s. 700.03. The trend of 
surplus shows Incraaa in i order contr ibut ing c-j a surplus of 
Hs. 7619.68 lakhs In the ye^r 1984-85 (BE). 
we again, analyse the f i s c a l t r ans fe r through Planning 
CoaaaiSiiion in terms of Plan gri nta (Plan t rans i ' e r s / over the 
budget balance on revenue account as vei.1 an t c overa l l 
balance of s t a t e ' s budget. Table 2 . l4 aad 2.15 dep ic t s t he 
budget pos i t ion of the s t a t e wlta the non-sitecutory t r a n s f e r s , 
-able 2.14 snows the same increasiiij^ t rend on the oalance 
budget of the s t a t e . In t he yew 197^-73 the balance was 
TABLE 2 .13 
STATE'S OVERALL BUDGETARY POSITION WITH/WITHOUT CEOTRAL 
TRANSFERS ( Revenue Account ) 
( S t a t u t o r y Caiannel) (Rs, i n l a k h s ) 
Overa l l 
Cent ra l 
Budgetary P o s i t i o n without Budgetary P o s i t i o n with 
t r a n s f e r s Cen t ra l T r a n s f e r s , 
F i s c a l Year 
1972-73 
1973-74 
197A-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84(RE) 
1984-85(BE) 
Source : 
Overa l l Balance 
(+) Surplus 
( - ) D p f i c i t s 
-412.91 
-•70.05 
+405.51 
+82.76 
+21.38 
+519.95 
-683.90 
-672.20 
+213.53 
+J088.50 
+a017.87 
-151 .42 
-^92 .38 
Various Finance Accounts 
Non-plan 
T r a n s f e r s 
1112.94 
1105.81 
2233.15 
2362.15 
2525.37 
2743.52 
2951.63 
2942.38 
3261.16 
3253.01 
3845.90 
4378.90 
6727. 30 
, Gtovernment 
Overa l l Budgetary 
P o s i t i o n 
(+)Surp lus / 
( - ) D e f i c i t s 
+700.03 
+1035.76 
+2638.66 
+2444.91 
+2547.25 
+3263.47 
+2267.73 
+2270.18 
+3474.69 
+5341.51 
+4863.77 
+4227.48 
+7619.68 
of Manipur. 
TABLE 2.14 
STATE* S BUDGETS WITH/WITHOUT CENTRAL TRANSFERS 
( Revenue Account) 
(Non-S ta tu to ry channel ) (te. i n l a k h s ) . 
Budgetary P o s i t i o n without 
Cen t ra l T rans fe r s 
Budgetary p o s i t i o n with Centra l 
T r a n s f e r s . 
F i s c a l year Revenue 
Rece ip t s 
Revenue Budget P lan 
Expen- Balance T r a n s f e r s 
d i t u r e ( • ) s u r p l u s 
( - ) D e f i c l t 
Balanced Budgetary 
p o s i t i o n ( + ) S u r p l u s / 
( - ) D e f i c i t 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84(RE) 
1984-85(BE) 
Sources ' 
1783.55 
1968.24 
3114.31 
3653.85 
5594.82 
5744.80 
6419.06 
7248.42 
11093.97 
9507.85 
11263.31 
13572.60 
16836.07 
1948.77 
2020.64 
2649.60 
2722.29 
3676.18 
3550.94 
4764.10 
5491.76 
6979.04 
8512.37 
9230.61 
10409.90 
11453.95 
-165 .22 
-152 .40 
+464.71 
+931.56 
+2018.64 
+2193.86 
+1654.96 
+1756.66 
+4114.93 
+995.48 
+2032.70 
+3162.70 
+5382.12 
262.94 
285.17 
350.65 
559.30 
2325.48 
2233.67 
2612.50 
3141.94 
3790.46 
4773.22 
6197.41 
7269.90 
7917.10 
+97.72 
+132.77 
+815.36 
+1490.86 
+4344.12 
+4427.53 
+4267.46 
+4f,98.60 
+7905.39 
+5768.70 
+8230.11 
+10432.60 
+13299.22 
Various Finance Accounts^ Gtovernment of Manipur. 
TAia.K 2.15 
SIATB»S OVERALL BUDOETARY POSITION 
WITH/lflTHOUT CEMPRAL TRANSFERS ( Revenue Account) 
(Non-statutory channel) 
Budgetary p o s i t i o n wit bout 
centra l t r a n s f e r s 
F i s c a l year 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-70 
1978-79 
1979-80 
1980-61 
1981-82 
1981-83 
1983-84(R£) 
1984-85(BE) 
Ovetfall Balance 
(^)Surplus / 
( - ) D e f l c i t 
-412.91 
•70,05 
•405.51 
•82.76 
•21 .38 
•519.95 
-683 .90 
-672 ,20 
•213,53 
•2088,50 
•1017.87 
-151 ,42 
•892.38 
Source: Various Finance Accounts 
(tvS, in l a k h s ) . 
Budgetary p o s i t i o n wl l l i 
Plan Transfers Balanced 
Budgetary 
p o s i t i o n 
( • )Surplus / 
( - ) D « f i c i t 
262,94 
285.17 
350.65 
559.30 
2325.48 
2233.67 
2612,50 
3141.94 
3790.46 
4773.22 
6197.41 
7269,90 
7917,10 
-149 ,97 
•355.22 
•756.16 
+642.06 
•23#6.86 
•2753.62 
•1923.60 
+2469.74 
+4003.99 
•6821.7? 
•7215.28 
•7118.48 
•88 9 . tS 
i, Government of Manipur. 
Bi,97»72 lakhs . With the continuous r i s e of th« t r ans fe r on 
the revenue budget of t he s t a t e , the balance rose to fe,13299.22 
lakhs l a 1984-^5(BE). The ovepsll budget bslasnce In t a b l e 2.15 
shows a d e f i c i t of ( - ) te.l49.97 lakhs t h i s rose t o its. 355.2 Iskhs 
as surplus , As ^here were d e f i c i t s in budget, a f te r tht* successive 
plan tp-tnsfers, the overe l l b«!lsnce rose to fe, 8809«^8 l*»khs In 
1934-35 (B^:). 
From the above ana lys i s , we may conclude tha t the i^jpact 
ox plan t r ans fe r s anc^  non-plan t r ans fe r causes a surplus 
budget balance though the re were d e f i c i t s on the s tn te*s ecorK)my. 
But the Contribution of planning coomlsslona t r ans fe r i s iaor»e 
aciVvmtageous than Finance Gonoilsslons t r a n s f e r s because, plan 
t r ans fe r s are developfflental and plan or iented t r a n s f e r s . The 
piannlrii; coffislsilon came to know the developm«nt s t ra tegy of 
the s t a t e and I t s progress . 
According t o the preva i l ing condit ions of the 5t©te,how 
awch « quantum of i t s plan t r e n s f e r s would be a l located to the 
Stete as per rcco-^isendation of Planning Commlaslon anci the 
National Development Cpuncll. But t he Finance Coamisslon's 
Trsniifar i s predomliiantly depend upon the successive quinquennial 
decis ion under the speci f ic recommendations and c r i t e r i n adopted 
by them. This very comparlitlve ana lys is of federal t r a n s f e r s 
i s l e f t for the next chapter en t i t l ed "channels of ^ P I >--i 
Transfers" . 
CHAPTiR »III 
CHANNELd OF FEDERAL TRANSFERS 
The Indian federation represents unity 
aaidst divers i ty , where different cultural, economic, 
l inguis t i c and other standards are the nerves of 
federation. There i s divis ion of financial power and 
functions between the Union (Federal ) Government and 
the State Qovernments, Indian federation derives i t s 
very existence from the constitution. "In a federal 
constitution, the sharing of tax preceeds between the 
Centre and State Ctovernments in inevitable . Similsry, in 
a process of planned economic dtvelopiaent where states 
are main executive agencies for the implementation of 
a major pax*t of the plan schemes included in the 
Central as well as State plans becomes equally inevitable. 
1, A Premachand, Control of Public Expenditure in India. 
Allied Publishers, Bombay, 1963 , p. 163. 
The franers of t he cons t i t u t i on had, therefore , 
provided a scheiaa of federal f i s c a l t r an s f e r s from the centre 
to the s t a t e s in order t o reduce regional Imblances, t 
i a i n t a i n the object ive of equity and in retiucing the gap 
betveen the f inanc ia l resources of the dev«»lop«d and backward 
S ta tes and other development components. In a federat ion, che 
economy of a Sta te has to be viewed as a par t of the national 
econoay. The S ta tes are required to provide-d ce r t a in economic 
and socia l services which are of v i t a l iraportatce to the 
proj^rammes of nat ional economic developmerrt. The i n a b i l i t y of 
some of Sta tes to proviae for the basic economic and social 
services must have adverse effects on nat ional develo r5<=nt, 
Underut i l lzat ion of natural and human resources in some States 
i s an obvious l o s s to overa l l nat ional development. Also, low 
leve l of development in some Sta tes causes lower prooact iv i ty 
of labour. Thus, in order to help the a t e t e s to improve t h e i r 
l eve l s of development and f i s c a l po ten t i a l , federal f i s ca l 
2 
t r ans fe r s are considered des i rab le • This has been supported 
by Const i tut ion governed by Ar t i c les 26a to 261, P^-rt AH, 
cnapter I giving the provision of the d i s t r ib l i t ion of revenues 
between the union and the s t a t e s . 
2 . Hffittlata Rao, Centre^State Financial Relatione^. Allied Puolishe-
1981, p . 7 . 
Th« present study of t h i s chapter i s to analyse 
the channels of resource transfers from the Union goverrwient 
to State Oovernment and their financial rel t ion in support 
of the provision laid by the Indian Constitution, 
Channels of Federal Transfers t 
There are three channels of f€>deral f i s ca l transfers 
In India to federal units in the foras of statutory and 
non-statutory transfers. Statutory transfers liwlucie those 
recooaended by a finance co mission in the form of tax-aharing 
grants*ln->aid or other transfers for specif ic purposes, f^on-
Statutory transfers are those agreed upon in the National 
development Council and operated by the Planning Gjmmission. 
Theae transfers, which are partly In the form of grant and 
partly loans, take the form of Central assistance to State 
Plans and assistance for Centrally-sponsored schemes. There i s 
a third type of transfers a lso , commonly known as discretionary 
transfers. The quantum of discretionary transfers i s determined 
by the Central mlnlaterles subject to the approval of the 
Ministry of finance. 
The statutory Transfers i 
Statutory Transfers made on the recommendations 
of the Finance Commission in accordance with the provisions 
of the Constitution. 
The Constitution of India laid down the following 
broaa terms of reference, under clause (3) of Article 280, 
oi the Finance Commlsslont 
"It shal l be the duty of Finance Comalsslon to 
aake recoamendatlons to the President, as to i 
(•) the distribution between the union and the 
states of the net proceeds of taxes which are to 
be , or may be divided between them under t h i s 
chapter and the al location between the states of 
the respective shares of such proceeds; 
(b) the principles which should govern the 
grants-in-aid of the revenues of the States out 
of the consolidated Fund of India , 
(c) the continuance or aodificatlons of the 
terms of any agreement entered into by the 
government of India with the Government of any 
state specified in part 'B* of the First schedule 
under clause (1) of t r t i c l e 278 or und^r 
ar t i c l e 306j and 
(d) any other matter referred to the commission 
by the president in the Interest of sound 
finance ", 
Thus, the term of reference are broadly fixed 
by the constitution. All the eight Finance commission so far 
appointed had these statutory terms of reference in common. 
But, there were some additional terms of references that 
varied froa coamlslon to commission. The terms of reference of 
the Finance Couilsslon are troadiy fixed by the Cbnstltution 
while at the same time an element of f lmxlbl l l ty Is built 
into these terms of reference particularly under clause 3(d, 
was lettered as sub-cOause (c) by S.29. 
The posit ion of the Finance Commission in the 
Constitution Indicates I t s place and functions in the overall 
scheme of Centre- State relations which i s particularly spelt 
out from Articles 268 to 2d1, The sequence of the matters 
dealt with by these Articles i s s ignif icant . Taxes duties within 
the Jurisdiction of the Union Qovernent can be divided into 
f ive categories i 
( I ) Duties (under Article 268) levied by the Union 
but collected and appropriated by the Stat<is. 
( I I ) Taxes (under ar t i c l e 269) levied arKi collected 
by the Union but are assigned to the States. 
In the ease of taxes and dutie; referred to in these 
two Artic les , the Central Government has nc> discretion to retain 
any part of the proceeds. 
( i l l ) Taxes (under Article 270, only income tax ) 
which are levied and collected by the Unlor; but are compulsorily 
shared by the Centre with the States. 
That pro^ct lon of the proccctds of the income 
tax which i s distributable among the States Is treated as 
assigned to the States and does not form part of the 
Conaolidatad Fund of India. Article 270 also spec i f ies that the 
distribution of the share of the s tates inter e wil l be 
prescribed by the President by Order after considering the 
racoamendations of the Finance Coffimisslon. 
Surcharges on certain duties and taxes under 
Articles 269 and 270 (Article 271 ) for the purposes of the 
Union may be increased and the whole proceeds of any such 
surcharge shall form part of the Consolidated Fund of India, 
( i v ) Duties (under Article 272) levied and 
collacted by the Union which may be shared with the States 
i f the Parliament by law so provides , ( In other words, their 
sharing with the states Is only permissive and not obligatory), 
(y) Taxes which are levied, collected and wholly 
retained by the Union, 
In addition, the Constitution of India provides 
for Central grants-in-aid to the States which are in 
need of as istance under Article 275-. 
The meaning of t h i s sequence i s important. First ly , 
the naed of transfer of resources raised by the Cent'^ e to the 
state i s recognised and maue part of the Constitution. 
Secondly, in the case of the taxes which ere to be divided 
or map be divided between the Centre and the States, i t Is 
the Finance Gbnaission which has to aake recommendation in 
regard to the al location of the respective share between 
the Union on the one hand and the State on the other and 
also in regard to the prinoiples for deciding the shares of 
the States inter-se . The cosunission also has to recommend the 
principles which should govern grants-in-aid to the :;tates 
under Article Z75, These two d t t i e s are mandatory. The Presi(J-nt 
can also refer other matters to the CoBMsis-lon in the interest 
of sound finance. 
Over the past 35 years, eight Finance Com-uissions have 
so fsr given their recommendations^ June, 1982 , i t s detailed 
recommendations for next f ive years are expected by April 1984, 
Sharing of Tqxes and Duties & Allocationsi 
1. Income-tax j In the Seventh Finance Commission, 85 psr cent 
of the net proceeds of personal income-tax excepting the Dortion 
representing the proceeds attributable to union terr i tor ies 
and union emoluments was the share of the s ta tes . The Eighth 
Finance Commission has kept t h i s share of :3tates at the same. 
i . e . , 85 percent l e v e l . The In te r se diatrlltMation amongst the 
s t a t e s i s p a r t i a l l y changed by d i s t r i b u t i o n of 90 per cent 
of the s t a t e*s share on a comoon formula for income-tax and 
union excises.The remaining 10 per cent of s t a tes* share 
in income-tax i s to be d i s t r ibu ted amongst them as per the 
previous basis,namely, contribution* of respec t ive s t a t e s as 
measured by income-tax assessments a t t r i b u t a b l e to a s t a t e . 
2 . Union Excises. The share of States in vmion excise dut ies 
(excluding excises on e l e c t r i c i t y ) has bt^en enhanced to 45 
per cent as against the erstwhile share of 4o per cent . Thus 
enhanced share in these of s t a t e , i . e 5 per cent has been 
earmarked for d i s t r i b u t i o n among those s t e t e s which have 
d e f i c i t s even af te r taking into account t h e i r share - rece ip t s 
in the general devolution of taxes and du t i es as proposed by 
the Commission, This i s a new pr inc ip le introduced by the 
Commission t h i s time of d i r e c t l y l inking devolution to d e f i c i t s 
r a the r than deal ing with them only through Grants-in-aid under 
Ar t ic le 275. While the Gtovernment have accepted t h i s d i rec t 
l inkage, they have c l ea r ly s ta ted that t h i s would not be 
t r ea ted aa a precedent. 
Common Formula : I t i s for the f i r s t time tha t the Sight Finance 
Commission has recommended a common formula for a l loca t ion 
amongst s t a t e s of t h e i r share In the d i v i s i b l e pool of the 
proceeds of personal income-tax and union isxcises. As Bar l ie r 
s t a t ed , 10 per cent of t he d i v i s i b l e income-tax pool wil l be 
al located to s t a t e as per t h e i r share in • con t r ibu t ion ' , and 
5 per cent of the union excises wi l l be d i s t r i bu t ed amongst 
d e f i c i t s t a t e s . The remaining 90 per cent of diviaiblt? income-
tax pool, and 4o per cent of the d i v i s i b l e union- excises -oool 
wi l l be d i s t r ibu ted amongst the s t a t e s on the following uniform 
formulaI 
( i ) 25 per cent on the basis of jDopulation, 
(11) 25 per cent on the beslr- of inverse of per 
capi ta Income mult ipl ied by jpopulatlon, and 
( i l l ) 50 per cent on the bss i s of dis tance of per 
cap i ta Income from the highest per capi ta income 
s t a t e multiplied by the population of the 
p a r t i c u l a r s t a t e . So thpt punjab which I s the hi/^hest 
per capi ta income s t a t e also gets a share in t h i s 
formula, t he income dis tances of Punjab and Haryana 
have been t r ea t ed as equal. 
On the basis of t h i s common formula, the d i s t r i b u t i o n 
amongst the s t a t e s i n t e r se of the share asiigned t o s t a t e s 
in respect of each f inanc ia l year would be on the basis of the 
percentages given in Table 3 , 1 , 
TABLE 3.1-States • Share in 90 per cent " of Divisible 
Income-tax Pool. 
S ta tes 
LAndhra Pradesh 
2.Assam 
3.Bihar . 
4.au;Jarat 
S.Haryana 
6.Himachal Pradesh 
y.Jtimmu & Kaslamir 
S.Karnataka 
9.Kerala 
lO.Madhya Pradesh 
11.Maharashtra 
l2.Manipur 
IB.Meghalaya 
l4,Nagaland 
15.0r issa 
16.Punjab 
l7.Rajasthan 
18.3ikkim 
19.Tamil Nadu 
a o . l Tripura 
21.Uttar Pradesh 
22.West Bengal 
'i'otal 
?6share with 
Bikkim 
8.187 
2.789 
12.080 
4.409 
1.074 
0.555 
0.838 
4.979 
3.760 
8.J78 
8.392 
0.220 
0.184 
0.088 
4.202 
1.744 
4.545 
0.035 
0.269 
0.269 
17.907 
7.800 
100,000 
%share without 
Sikkim 
8.190 
2. 89 
12.085 
4.410 
1.074 
0.555 
0.838 
4.981 
3.761 
8.382 
8.397 
0.220 
0.184 
0.088 
4.203 
1.744 
4.547 
-
0.269 
0.269 
17.914 
7.803 
100,000 
•Eighth Finance Commission Report p.45 
Forty per cent of the net proceeds of harable 
excise duties (excluding that on e l e c t r i c i t y ) would be 
distributed amongst a l l the s tates on the basis of 
percentages aa given in Table 5 . 2 . 
3« Additional Excise Duties t The entire net 
proceeds of the additional excise duties on su af, t e x t i l e s , 
and tobacco (excluding the portion attribiitable to union 
t err i tor i e s ) wi l l accrue to the s ta te s , and their distribution 
awjngst the states wi l l be on the basis of equal weightage to t 
their respective domestic product, and population l .e .50t30 . 
Of the entire net proceeds of additional (sxclses on these 
three coouoodities, 2,3^1 per cent has been kept 6or union 
t err i tor i e s to be retained by the Centre « and the balance 
i s to be distributed amongst s ta tes , on 50 per cent welghtage-
basls each to their respective domestic product and population 
in accordance with the percentages given in Table 3 .3 . 
4 , £xclse Duty on Electr ic i ty t The net proceeds 
of the entire tfccise duty on generation of e l e c t r i c i t y i s to 
be distributed amongst the s tates in an assount equni to the 
co l lec t ion in or attributable to a s ta te . 
5 . Estate Duty t The net proceeds of estate duty 
in respect of property other than agricultural land attributable 
to union t err i tor i e s wil l be determined in the saase manner 
TABLE 3.2 g^J 
STATE'S SHARE IN 4o per Cent « of t h e D i v i s i b l e Excises Pool 
S t a t e s % s h a r e 
LAndhra Pradesh 
2.Assam 
3 .Bihar 
# .Gu ja ra t 
S^.Haryana 
S.Himachal Pradesh 
7.«/ammu & Kashmir 
S.Karnataka 
9 .Kera la 
lO.Madhya Pradesh 
11.Maharashtra 
12,Manipur 
13.Meghalaya 
l4 ,Nagaland 
I 5 . 0 r i s s a 
16,Punjab 
17 .Rajas than 
18,Sikkim 
19.Tamil Nadu 
20 .T r ipu ra 
2 l , U t t a r Pradesh 
22.West Bengal 
8.587 
2.977 
13.202 
5.506 
1.017 
0.589 
0.856 
5.077 
3.800 
8.853 
6.2ie 
0.233 
0.194 
0.096 
4.592 
1.317 
4.695 
0.039 
7.317 
0.292 
19007 
7.449 
To ta l 100.000 
•Report op . c i t . p .54 
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TABLE 3 . 3 
PERCENTAGE SHARES OF STATES IN ADDITIONAL EXCISE DUTIES 
S t a t e s Pe rcen tages 
LAndhra Pradesh 7.504 
2.Assam 2.366 
3 . Bihar 8.627 
4 .Guja ra t 5.941 
5.Haryana 2 .488 
6.Hiniachal Pradesh 0 .663 
7.Jamrau & Kashmir 0 .853 
S.Karnataka 5.561 
9 .Kera la 3.963 
lO.Madhya Pradesh 6 .942 
11.Maharashtra 11.461 
l2.Manipur 0 .178 
l3.Meghalaya 0.183 
l4.Nagaland 0 .098 
15.0r±ssa 3 .653 
16,PunJab 3.675 
17 .Ea jas than 4.827 
l a .S ikk im 9.999 
19.Tamil Nedu 7.5#9 
20 .Tr ipura 0 .287 
21 .U t t a r Pradesh 14.318 
22,west Bengal 8.624 
To ta l 100.00 
(\>S 
BDA on the same p r inc ip les as in case of a s t a t e . The 
union t e r r i t o r i e s are to be taken as one u n i t . Here the 
Eighth Finance Conmiis ion have agreed with t he Seventh 
Finance Cbamission, and recommended inclusion both oiT 
movable and Immovable property within the duty-net . So far 
as i t s d i s t r i b u t i o n amongst s t a t e s i s conce neu the 
Commission s t a t e s th&t the net proceeds be d i s t r ibu ted in 
proportion to the gross value of Immovable property and 
property other than immovable property taken together located 
in each s t a t e and be assessed. Th« loca t ion of p *operty other 
than immovable property should be determined in accordance 
with t he ru l e s under the Estate Duty Act, 1953. As for property 
located abroad, i t i s to be deemed to be located in the 
s t a t e of i t s assessment. Thus, the Commission have only 
Stated the general p r inc ip l e of d i s t r i b u t i o n amongst s t e t e s , 
i . e . , not determined the percentage shares of respec t ive 
s t a t e s , and l e f t i t t o be done by the finance Ministry t n 
the l igh t of the general p r inc ip le enunciated tH by the 
Commission. 
6 . (Scant in Lieu of Tax on Railway Passengers ' 
Fares : The Eightb Finance Cosmiission has recommended enhancement 
of the annual compensatory grant in l i eu of tax on railway 
passengers ' f a res froni the ers twhile level roughly of 8s,?3 
crores to 8s. 95 crores . For i t s d i s t r i b u t i o n amongst t he 
n 
ft 
Sta t e s , t he conalssion have said t h a t t h e d i s t r i b u t i o n 
be In t he proport ion which the average non-suburban 
passenger earnings a t t r i b u t a b l e t o a s t a t e besrs to the 
aggregate average rasn-suborban passenger earnings in a l l the 
s t a t e s of the year 1978-82, and recomm»nded the share 
percentage of each s t a t e as given in Table 3,4, 
Thus i t i s for the f i r s t tln^? tha t the states 
of Sikkim, Manipur and Meghalaya receive shares In t h i s grant 
even though these have r.o railway l i n e within t h e i r 
boundaries. Their shares will be determined -^ccor Ing to 
t h e i r out»agency c o l l e c t i o n s . The Cofflaalsslon's recommendations 
i n regard t o the enhancement n the gr^»nt given in lie* of 
repealed tax on railway passenger fare-s ere being referred 
by the Government t o t he Railway Convention Gomnlttee, and 
wi l l be implemented if accepted by thera , 
Total Develation under Tex-s and Duties : The 
t o t a l amount of t r ans fe r from Centre to s t a t e s uw3ar taxes 
and du t ies ( including grants in l i eu of railway passenger 
f a re tax but excluding Estate Duty awl r e c e i p t s due to 
Wealth Tax on ag r i cu l t u r a l property ) under Eightli 
Finance Gbmmission comes to Ss, 33,682.58 crores as against 
tha corresponding amount urwier the Seventh Finance Commission 
•1\^ 
TABLE » ^ . 4 
S ta tes Percentage Share* 
LAndbra Pradesh 
2.Assam 
3 . Bihar 
A.Gujarat 
3.Uaryazia 
S.Hlmachal Pradesh 
7.JaBfflu & Kashulr 
S.Karnotaka 
9.Kerala 
lO.Madhya Pradesh 
11.Maharashtra 
12,Manipur 
13.Meghalaya 
l4,Nagaland 
15.0r lssa 
16.Punjab 
17.RaJasthan 
18.Sikkim 
19.Tamil Nadu 
20.Bripura 
21.Utt&r Pradesh 
22,West Bengal 
7.6s 
2.03 
9.51 
6,67 
1.84 
0.14 
0.95 
3.43 
3.18 
5.85 
15.70 
0.02 
0.05 
0.16 
1.58 
3.88 
4.87 
0.01 
6.61 
0.04 
17.85 
7.95 
Total 100.00 
<Hleport, o p . c i t . p.65 
of k, 19,233.05 crorea, 
7» Qrants*li>»aici on Revenue Account i - After reassessment 
of revenues and expenditures on non-plsn revenue account of 
different s ta tes , the coimalsslon has c lass i f i ed them Into 
three categoriest First i The pre-devolutlon surplus states 
Including s ix s ta tes , namely , Qu;)8raty Haryana, Karnataka, 
Maharastrtra, Puna Jab and Tamil Nadu which show surplus even 
before devolution of taxes and dut ies . These have not been 
recommended jb any grant-in-aid , In the second category sre 
past-devolution surplus s tates Including Wve s tates , namely , 
Andhra Pradesh, Bihar, Kerala, Madhya Pradesh and Uttar 
Pradesh wLilch become surplus after devolution of taxes and 
duties . These too receive no grant -In-ald Rajasthan l i e s 
midway which shows def ic i t In the f i r s t two years of 
1934-86 , btt shows surplus In the remaining three years 
of 1966-89 ; and hence has been recommended grant-in -aid 
only for the f i r s t two years. The third category consists 
of 'Deficit iitateft including ten states of Assam. Himachal 
Pradesh, Jaminu & Kashmir, Manlour , Meghalaya, N^galand, 
Orlssa, Trlpura, ivest bengal Sikkim which contibue 
5ho*ing d e f i c i t s on their non-plan revenue accounts for a l l 
the years 1985-89. The Gomaission has recommended grants- in-
ald to these s ta te s , providing a 5 per cent annual growth 
TABLE - 3 . 5 
REVENUE GAP GRANTS IK AID TO STATES FOR THE PHIRIOD 1984-69 
S t a t e s Amount i n Rs. Crones • 
Assam 215.48 
Himachal Pradesh 206.24 
Jammu & Kashmir 288.73 
Manipur 139.20 
Meghalaya 110.85 
Nagaland 178.72 
Or i s sa 111.70 
Rajasthan** 10.19 
Sikkim 32.81 
Tr ipura 163.10 
West Bengal 233.91 
To ta l 1690.93 
•Repor t , o p . c i t , p .91 
i n these de f i c i t grants presumably to adc buoyancy to 
them. As reassessed by the coramlslon, the t o t a l of 
revenue d e f i c i t s of these s t a t e s comes to h, 1513 12 
c rores . In » response to grievances of s t a t e s tha t 
fixed amounts of gprants-ln-ald as e a r l i e r given were not 
buoyant, t he commission has made t h i s provision for 5 oer 
cent annual growth r a t a in recornT»endln?^ de f i c i t g ran t s - l a -
aid anK>unts to them,As a r e s u l t t he d e f i c i t s t a t e s wil l 
get a t o t a l grants In aid during the f ive ye^^rs 1934-87 
Jtt a t o t a l fi$, 1690.93 crores as against the nonilnsl de f i c i t 
of 3t98^8? te, 1513.12 c ro res , t he difference representIng 
the 5 per cent annual growth nmount , I t I s shov^n belowj-
8. Qrants for Upgradatlon of Adrclnlstrntive Servtcesi 
The Comnriisslon has recommended no grants for r a i s i ng the 
standard of adminis t ra t ive servicer, to those s t c t e s which 
showed surplus before devolution t n I t s re-asserjpment. 
Thus excluded s t a t e s are Gujarat, Hsryana, Karnataka, 
Maharashtra, Punjab , and Tamil Nadu, To the remaining 
16 s t a t e s , the commission has recommended for such 
upgradatlon an amount of grants for the period 1984-89 
t o t a l l i n g at lte,9l4,55 c ro res . 
The Commission has also recommended grants to 
t en s t a t e s for meeting special problems whether purely 
ly ing with the p a r t i c u l a r S ta tes sphere of a c t i v i t i e s on 
partaking of t he nature of overa l l nat ional importance. 
TftBLE p,6 
GRANTS TO STATES FOR SfiRYICES-UPORADATION AND FOR ME TING 
SPECIAL PROBLEMS DURIN3 THE PERIOD 198A-89 
S t a t e s Upgradat ion Spec i a l Problem 
Gfcrants (Rs.crores) (SfantsCte, c r o r e s ) 
I .Andhra Pradesh 
2«Assam 
3 .Bihar 
4.Himachal Pradesh 
5.Jammu & Kashmir 
6 .Kera la 
S.Madhya Pradesh 
S.Manipur 
9.Meghalaya 
lO.Nagaland 
1 1 , 0 r i s s a 
I^ .Ra jas than 
13.Sikklm 
l 4 , T r l p u r a 
U . U t t a r Pradesh 
16.West Bengal 
17.Punjab 
80.49 
55.35 
130.27 
15.76 
46.07 
16.81 
147.69 
20.30 
18.20 
10.81 
74.84 
43 .48 
3.14 
13.79 
108.18 
126,37 
-
,^  
5.00 
-
0.50 
2.48ri 
-
10.00 
2.00 
1.00 
-
• 
10.00 
1.00 
0 .80 
-
-
20.00 
Total 914.55 52.78 
CENTRE'S OONTRIBUTION ?0R 1984-89 TO MARGI?! MONEY (fe.cror » ) • 
St at 98 Amount 
I.Azidbra Pradesh 
2»Assai& 
3*Bihar 
4,Gujarat 
^•Haryaaa 
6«Hlaachal Pradeah 
7*Jaoimu & Kashmir 
8»Karaataka 
9•Kerala 
lO.Nadhye Prauesh 
11,Mabar3Sbtra 
12,Hanlpur 
13.>^ghaleya 
l4,NagaIerjoi 
15.0rissa 
16,Punjab 
17.RaJasthan 
la.Slkklm 
19. Tamil Jiedu 
20,Tripura 
21,Uttar Predash 
22,k^st Bengal 
61.250 
18.125 
84.375 
71.875 
11.250 
4.375 
3.750 
15.000 
12.500 
11.875 
18.125 
0.625 
0.625 
0.625 
65.625 
15.000 
41.875 
00.625 
21.875 
1.875 
81.250 
59.375 
TOT/iL 601.875 
Various cources of R.B.I. Bull It en. 
i .1 
These grants have been reeommended regardtoss of whether a 
s t a t e has a revenue surplus before devolution or not . These 
t o t a l at te. 52.78 croresfor t h e period 198^89 . 
9. Grant for Financing Relief Expenditure i The Commission has 
f e l t s a t i s f i e d at the exislti lng arrangement of f inancing 
r e l i e f expenditure of s t a t e s . I t has, however, increased the 
combined annual margin money for the s t o t e s from >^, 100,55 
crores t o Rs, 240.75 crores oer year. Besides, I t has recomraenoed 
tha t the Central Government cont r ibu te by way of grant half 
of the margin raoney for each s t a t e . The Centre 's cont r ibut ion 
in t o t a l to t h i s pool of margin money for the year 1984-85 Is 
recommended at fts. 120,575 c ro res , and for t he remaining period 
of 1985-89 at Rs. 481.50 c rores , making a t o t a l for the whole 
period 1984-89 of te. 601.875 crores as shown in Table 3.7 . 
10. Total Grants-in-aid under Ar t ic le 275 of Const i tut ion, The 
t o t a l g ran ts - in -a id to s t a t e s under Ar t ic le 275 of t he Consti-
t u t i o n amount Kto te. 3769.43 crores during the p-r iod 1984-89 
as per recommendations of the Commission a? shown in Table 
3 .8 , 
The Corresponding amount under t h i s a r t i c l e under 
the Seventh Finance Commission was Rs, 1609.92 c ro re s . I t i s 
to note tha t under the Seventh Finance Commission the re was n'^  
provision for Centre 's cont r ibut ion to the margin money. 
TABLE- 5.8 
Items Amount (Rs, c rores) 
(i)Revenue gap grants 
including addi t ional 
provision for D.A, 2200.22 
(i i)Upgradation grant 
including specia l 
problem-grants 967.33 
( i i i )Margin money grants 601.88 
0 ) 
Total : 3769.43 
Thus the t o t a l anount of t r a n s f e r s from Centre 
to Sta tes by way of share of taxes and Duties and (a»artts - I n -
ald (Ar t i c l e 273) amounts • under Eighth Finance Cbmmlssion 
to as. 39» ^52, 01 crores as against Rs. 20,843,00 crores 
under t h e Seventh Finance CbmiDission. 
Non-Capital Gaps of S ta tes i 
Like the Seventh Finance Commission, the Eighth 
Finance Commission also had been asked to suggest appropriate 
measures to d t a l ^5th the non-capi tal gap of s t a t e s a f te r 
Baking an assessment s ta teswise of these gaps for the period 
1984-39, and a f te r having reviewed in general t he s t a t e s 
debt pos i t ion with pa r t i cu l a r reference to outstanding 
Central loans at the end of 19B3«-84, 
The estimateci gross rK>n-capital gap of a l l s t a t e s 
combinedly s tands, ac^orciing to the Eighth Finance Commis-ion, 
at lis, 6806,19 c ro r e s . Of t h i s , no r e l i e f for the repayment 
l i a b i l i t y amounting to Es. 1992,90 crores a r i s ing during 1984-89 
out oi the medium overdraft c learance loans aggregating to 
te, 2242,12 crores for e l l s t a t e s has beer] recommended by the 
Commisaion, This i t considers to be outof the debt r e l i e f 
scheme. The commi33;on has fur ther recommendeci t ha t the small 
TABLE 5 . 9 
RESOURCES TRANSPHl FROM CENTRE TO STATES BY WAY OF SHARE OF 
TAXES AND DUTIES AND GRANTS-IN-AID UNDER A R T i a E 275 OF THE 
OONSrriTUTION. 
States 
Total Estimated Receipts as per Recommendations of 
Seventh Finance Commission Eighth Finance Commission 
I .Andhra Pradesh 
2.Assam 
3.Bihar 
A.Gujarat 
5.Haryana 
ABK)unt 
In 
l |s,crores 
1582.49 
518.65 
2212.87 
863.87 
308.57 
S.Hlmachal pradesh 325.07 
7•Jammu&Ka shmlr 
S.Karnataka 
9 .Kera la 
lO.Madhya Pradesh 
11.Maharashtra 
12.Manipur 
13.Meghalaya 
l4.Nagaland 
1 5 . 0 r l s s a 
16.Punjab 
17 .Rajas than 
l8 .S lkkim 
19.Tamil Nadu 
20 .Tr ipu ra 
2 l . U t t a r Pradesh 
22,West Bengal 
376.89 
1005.00 
770.34 
1597.46 
1714.06 
194.03 
154.15 
240.59 
984.45 
419.53 
902.81 
36.85 
1503.60 
199.34 
3374.74 
1597.11 
S t a t e s ' 
sha re i n 
pe rcen tage 
7.31 
2.49 
10.62 
4 .63 
1.48 
1.56 
1.81 
4 .82 
3.70 
7 .67 
8.22 
0 .93 
0 .64 
1.15 
4 .72 
2.01 
4 .35 
0.18 
7.21 
0.96 
15.90 
7.67 
Amount i n 
Rs.crores 
2896.52 
1607.48 
4220.47 
1489.05 
439.22 
774.37 
1119.69 
1717.97 
1288.25 
2957.66 
a635.42 
469.05 
381.36 
527.42 
1909.66 
646.15 
1676.17 
104.85 
2464.94 
561.18 
6105.03 
5449.98 
S t a t e ' s share 
i n percentage 
7 .34 
4 .07 
10.70 
5.77 
1.11 
1.96 
2.84 
4 .38 
5.27 
7.50 
6 .68 
1.19 
0 .97 
1.34 
4 .84 
1.64 
4.25 
0.27 
6.25 
1.42 
15.47 
3 .74 
SOURCE: Various sources of RB.I. Bullitin. 
I'» 
savings loans of s t a t e s should also be repaid by 
themselves for t he period 1985-89. I t may be mentioned 
tha t i n i t s Interim Report, the Commission hqd recommended 
for s t a t e s a r e l i e f amounting to fe. 107,08 crores 
towaras non-repayment of small savin^js loans for 1984-85, 
Debt Relief t 
Leaving oveiviraft c learance loans and small savln^! 
loaiis, the net non-plan cap i t a l gap of a l l s t a t e s taken 
t o^e t t e r during the period 1}84-.89 has been assessed at Ss. ^ 
3852.64 c ro ra s . Out o£ t h i s , only Rs, 2285.39 crores have 
recommended fay way of debt r e l i e f to s t a t e s through 
rescheduling and wr i te off of repayment , as shown below : 
The following recomuiendatlons of the Coramisslon were 
deserve to support x 
( i ) Merger of surcaharge with basic income-tax from 
1985-36. 
( i i ) Inclusion of penalty and i n t e r e s t on a r r ea r s in 
the d i v i s i b l e pool of income t a x , 
( i i i ) Syrwhronisation of t he period of Finance Commission 
and f ive year p lans . 
TABLE ~ 3.10 
DSHP RELIEF TO 
S t a t e s 
I .Maharas t re 
2,Punoab 
3•Gujarat 
4,Haryana 
5.Tamil Nadu 
6 .Karnataka 
7 . U t t a r Pradesh 
e.Madhya Pradesh 
9.Andl:ira Pradesh 
10.Kerala 
11.Bihar 
12 .Rajas than 
13.West Bengal 
l 4 . 0 r i s s a 
15.Assam 
l6.Jaaimu & Kashmir 
17.Himachal Pvadesr 
18[.Trlpurs 
19»Manipur 
20.Meghalaya 
2l .Nagaland 
22.Sikkiffi 
TOTAL 
STATES UNDER EIGHTH FINANCE COMMISSION* 
Net n o n - c a p i t a l 
gap^ te.crores) 
82 .37 
118.87 
81 .78 
95.79 
95.59 
117.32 
653.44 
249.07 
384.97 
107.78 
441.30 
319.20 
161.12 
280.81 
274.00 
250.24 
19.45 
3.05 
13.13 
7.54 
9.21 
3.63 
3852.64 
Re l i e f through 
r e s c h e d u l i n g & 
w r i t e -o f f 
(Rs.croras) 
27 .33 
38.71 
17.80 
31.79 
28.18 
48.45 
337.92 
143.65 
204.64 
53.80 
330.98 
239.41 
120.84 
195.62 
205.50 
212.72 
16.52 
2.57 
11.18 
6.39 
7.81 
3.07 
2235.39 
S t a t e s sha re 
(pe r cen t age ) 
33 .8 
32.6 
21 .3 
33.9 
29.5 
27 ,3 
51 .7 
4e .8 
53 .2 
49.9 
75 .0 
75 .0 
75.0 
75.0 
75 .0 
85 .0 
85 .0 
84 .3 
85 .1 
84 .8 
a»8^.8 
84 .6 
59 .3 
SOU/^ CE : Various sources of R . B . I , B u l l i t e n . 
i f » / . 
(Iv) cons t i t u t ion of an Eaqpert Committee for a l loca t ion of 
cost of Col lect ion between Income-tax and corporat ion 
t a x , 
(v) I n s t i t u t i o n a l arrang«aents for monitoring upgradatlon 
u t i l i z a t i o n g ran t s . 
(v l ) Administrative arrangements for l lnanclng of r e l i e f 
axpanditures in times of na tura l ca l ami t i e s . 
( v l l ) Raising of revenues from some taxes and dut ies under 
Ar t i c l e s 26b and 269 of the Const i tut ion, 
( v i i i ) Administrative set-up for t he s e c r e t a r i a t e of 
Finance Commissions. 
The second stream r e l a t e s to plan ass i s tance given 
to the s t a t e s by the Centre on t he recoDJoaendationa of the 
s t a t e s for pla/i purposes has been provitsded through grants 
(under Ar t i c l e 282 of the Const i tut ion) and loans of a 
d i sc re t ionary charac te r , in which the component of loan has 
uominati^. 
The eoiergence of the Planning Corainisr.ion with 
powers of formulating developuiant plans fo" the whole 
1 * > ' i 
Country and the actual processes of a system of centrellsed 
planning have s ignif icant ly influenced Centre-State rdations 
in the country. 
One iBportant consequence of the system of comprehensive 
national planning adopted i s that the 0»ntral Govennment 
advised bythe planning comaission has assumed responsibil i ty 
for planning the States* development even in spheres, such 
as education agriculture, public health,, social welfare, etc, 
which have been const i tut ional ly al lotted to the s ta te s . 
Thus i t i s the Planning Commission which not only indicates 
broad national pr ior i t i e s and guidelines for development 
programmes in matters l ike agriculture and social services but 
alos has in the past laid down standard schemes in those 
spheres. 
Up to March 1969 , Central al locations for States* 
Plan schemes were made under different heads of development 
and % the States were allowed to draw their loans or grsnts 
s t r i c t l y according to the Schedule. Outlays earmarked for 
certain specified schemes or under certain heads could not be 
diverted or even minor changes made by States wihout central 
approval. Central assistance was given mainly in the 
form of matching grants or loans for Centrally- sponsored 
development schemes and State-sponsored schemes which were 
approved by the Centre. 
The Important Chang«a i 
Some new innovations and changes were Introduced 
In early I969 In the principles of allocation and pattern 
of Central assistance to the States, ^ince a number of 
State Governments had suggested that distribution of 
Central assistance to States for plan schemes should be 
based on objective criteria* the question of determining 
objective criteria was placed before the cornmittee of 
Chief Ministers of the National Development Council (NDC), 
early in I969. The new principles of allocation, settled 
by the NDC were that after lumpsum assistance to Ass^ m^, 
Jaomu and Kashmir and Nagaland (later on to all special 
category States ) for the requirements of these States, 
Central assistance to the remaining states (now known is 
General Category States ) for the Fourth Plan be distributed 
as follows I-
In the first, second and third five year plans, 
plan transfers were discretionary. Since the fourth plan, 
the five point Gadgil Formula was adopted, 
(a) Sixty percent of the plan assistance was to 
be on the population basis, 
(b) Ten per cent of the plan as .istance was 
to be on the loss of economic backwardness. 
{ ' r . 
(c)T«n per cent of the plan assistance was 
to be for continuing major and medium Irriga-
tion and power projects. 
(d) Ten per cent of the Plan as istance was 
to be on the basis of tax effort, 
(•) Ten per cent of the plan assi tance wis to 
be on the special problems. 
Under this scheme which became operative from April 1, 
1969 Central plan assistance to States, as determined 
on the basis of this Gedgil Formula (known as such 
after the name of the there Deputy Chairman Prof, D,R. 
Qadgil ) will be given through block grants and loans 
and will not be tied to specific schemes . In order to 
ensure that overall priorities of the Plan are adhered 
to; Central approval will be necessary for major projects 
and for certain major sectors like agriculture and educatiar 
This scheme has been continued since then. For the Sixth 
Plan period (1980-89) a small change has been introduc-
ed in the Cladgil formula. The incentive with the State 
Government not to complete irrigation and power projects 
during the plan period Just to rwnain eligible . for 
10 per cent component earmarked for it has been 
TABLE -3-11 
FEDERAL TRANSFSIS TO THE STATES 
Ufl 
>. In crores) 
Plan Period Resources Transferred through 
Finance Planning Central 
Commission Commission Minis t r ies 
(others) 
Total 
9 
F i r s t P lan 
(1951-56) 
Second p l an 
(1956-61) 
Third p l a n 
(1961-66) 
Annual P lans 
(1966-69) 
Four th p l a n 
(1969-74) 
F i f t h Plan 
(197A-79) 
S i x t h P lan 
(1979-83) 
1983-8A 
1984-85 
Source J Report 
2 
4A7 (31 .2 ) 
918 
(32.00 
1590 
( 2 8 . ^ ) 
1782 
(33 .3 ) 
5421 
(35 .3 ) 
11168 
(44 .2 ) 
17372 
(43 .4 ) 
5520 
6062 
3 
880 
(61 .5 ) 
1058 
(36 .9 ) 
2738 
( 4 8 . 9 ) 
1917 
( 3 5 . 9 ) 
4731 
(31 .3 ) 
10353 
(41 .0 ) 
15773 
(39 .3 ) 
6175 
6656 
of t h e Seventh Finance 
f o r September 1980 and October 
4 
104 
( 7 . 3 ) 
892 
(31 .1 ) 
1272 
(22 .7 ) 
1648 
(30 .8 ) 
4949 
(32 .8 ) 
3761 
(14 .8 ) 
6928 
(17 .3 ) 
2797 
2145 
Commission, RBI 
5 
1341 
(100) 
2868 
(100) 
5600 
(100) 
5347 
(100) 
15101 
(100) 
25282 
(100) 
40073 
(100) 
14492 
14863 
(100) 
B u l l e t i n . 
1984 and Explanatory Memo: 
1983-84. 
NB- Figures in the brackets indicates percentage. 
X *' 
withdrawn and i t haa b««n alubbcd with per capita income 
i f below national average. So the components of revised 
Gadgil formula arei 
( i ) Population 60 per cent ( i i ) per capita irwome if below 
national average 20 per ent % ( i i i ) tax ef ort 10 per cent ; 
and ( iv ) special propleos 10 per cent . 
It may be mentioned her esse that component of 
grant for general category States i s 30 per cent while for 
the special category s ta tes , i t i s 90 per cent. Once the 
formula in which the resul ts are not spec i f i ca l ly recognised 
i s admitted. The only way to see that the plan i s ef fect ive , 
i s through evaluation, publicity, persuatlon and friendly 
pressure. 
It has also been since decided that additional 
Central assistance will be given to no-apecial category states 
on the basl of Income Adjusted Total Popalatlon(IATP ) 
of each State i , e , , to ta l population of each State multiplied 
by the inverse of per capita s tate income. 
There i s need for special consideration of poorer 
States to remove inter-s tate d ispari t ies and intra-state 
inequal i t ies , It i s with th i s view point that States 
very small in s i ze , v i z , , Assaa , J&K Nagaland , Himachal 
Pradesh, Manipur, Meghalaya, Sikkim and Tripurr^ i and with 
great structural problems tiave been kept out of the 
Qadgil Formula, States advanced in one respect are 
backward in anothe". Hence, i t i s d i f f i cu l t to reconcile 
highly progressive distribution of central plant transfers, 
The 6th plan provision t 
During the Sixth Plan ( 198Cu85) there i s a 
provision to extend plan assistance of Rs. 15,350 crores 
to the State Citovernments as per the scheme given belowj 
The non-statutory and non-plan transfers t 
The third itream consis ts of assistance from the 
Central Ministries to the States. In consists of grants 
and loans l i k e Plan assistance. CSrants are conditional 
ana loans may be conditional or non-condltional .Such 
as^^istance i s provided for flood and drought r e l i f 
and non plan programmes These programmes may be of 
developmental character or non-developmental ones. These 
are grants for improvement of salayy scales of University 
teachers, loans for national scholarship scheme, loans 
TABLE- 3-IS, 
CC.NTUL PLAI. A33ISrANCS TO STATES FO^  SIXTfi >^LAN 
(1980-85) 
i * i In corjs^) 
itat«s Qadgll lATP For Total Per Capita 
Fonnula Assl tanca axter- ( , ) 
Assistance nel ly 
aided 
projects 
A-^ec la l Category 
States (AasaBy 
Hlaacbal Pradesh, 
J8X.m Manlpur . 
Meghalaya, 3 ,245.00 4 6 .17 3,251.17 1,19S 
Nagaland, Sikklm 
& Trlpura) t 
frOther States 7,70000 1,600.00 1,44305 10745.85 208 
C-Spedal Assistance 
for 
(1) Hill Areas 560.00 
( l l )Trlbal Areas 470.00 ( H i ) North-Bast e m Council plan 325.00 
T o t a l 
A -^Et-C 
1,355.00 
15,350.00 
for purchas* of f e r t i l i s e r s , grants for the cen t ra l road 
fund, pol ice housing development of boarder areas grant 
loan for natural c laml t i es and o the r s . 
During the f ive years period from 1979 t o 8^, i t 
I s estimated in the absence of firm f igures t h a t approximately 
85,11,000 crores would be t rans fe r red to t h e Sta tes comprising 
grants of ':, 2,000 crores and leans amounftion t o about 
Rs. 9,000 c rores . 
STATES* PREPB^ENCES l 
As may be seen from t a b l e below in t he t o t a l 
Central t r an s f e r s made to t he S ta te s , share of those made 
on the recommendations of t he finance commission was 37.0 
per cent during 1951-79 i t i s expected tha t the share may 
increase to about 44 per cent during 1979-84 as was t he 
case in 1974-79. 
( I ) Most of t he Sta tes are in teres ted tha t %p«ie t r an s f e r s 
of resources through Finance CSommlsslon recommendations 
should be more than through other two channels as the s t a tu to ry 
t r ans fe r s do not involve any burden on them. 
( I I ) Equalisat ion or p rogress iv i ty in the sense th??t the 
poor s t a t e s should get a higher share of per capi ta of t he 
Finance Ctommisslons, Yet t he r e s u l t of tax devolution 
by the Finance Commissions has general ly been regress ive i . e . 
the r i che r S ta tes have been benefited more than poore. 
( i i i ) On the other hand , t he developed s t a t e s ff-el 
t h a t overa l l CJentral t r a n s f e r s have been made contrary t o 
t h e i r i n t e r s e t s . Maharashtra, Punjab and others have 
argued, for ins tance, t ha t under the overa l l scheme 
of d i s t r i b u t i o n , "the poorest and t h e most populous States 
get the most. I t i s put t ing a premium on idleness and 
breeding while we work more produce more, give you most 
grain and give you wealth and we are being penalised for t h s t 
( iv ) S ta tes fee l t ha t suf f ic ient i n i t i a t i v e to impose 
the taxes under Ar t ic le 269 has not been taken by the 
Centre, t h e surcharge on taxes and du t ies under Ar t i c le 
271 and proceeds from the corporat ion tax should form part 
of t h e d i v i s i b l e pool and t h a t , of l a t e , the Centre Is 
mobilising resources through administred pr ices of the 
commodities produced by the Central Oovermient public 
undertaking i n d i r e c t l y ge t t ing back r e ources from the 
S ta t e s , 
m 
Present practice of transfer of resources had ount 
ed the Indebtedness of the States which haa Increased from 
k. 445 crores in 1950-51 to Ik. 17.320 crorea in 1980-81. 
The grovKth In public debt of the States tnd the r is ing 
incidence of interest charges in causing concarn to the 
States because the debt obligations incurred have financed, undei 
the socio-economic compulsions of planning such overheads 
which did not make them self l iquidating and are therefore 
a heavy strain on the revenue budget of the States, 
( t i ) In the f i e ld of Centre-State re lat ions , over the 
period the role and importance of the Finance Commission 
'.% as the Constitutional agency for regulating transfer of 
resources between the Centre and the States have diminished 
and that of the planningGommission have Increase. This 
has become so because of the a r t i f i c i a l divis ion between 
plan and non-plan expenditure- a teriolnlology that has come 
to stay because of the way planning has developed in India. 
There Is no inst i tut ional body to take an overall view of 
the working of the two commissions. Questions of l a t e , are 
being asked about the u t i l i t y of having two or three channels 
for transfer of resources from the Centre to the State. 
1 '• ' • ' 
CHAPTER -IV 
OOMPOSITION OF STATE TAX-REVENUE AND NDN-TAX REVEMUS 
In a fedfo^al structure the Central Government 
as well as the integral State Gtovernoients needs funds In 
order to finance i t s various a c t i v i t i e s . The funds are 
acquired from various sources of public revenue. With the 
increase in governaent functions, there i s a need for a 
large>ntilume of public expeaditure. A suitable public revenue 
policy, along with a public expenditure end public debt 
pol icy, can be a powerful instrument to bring about certain 
desired resul t s in the economy of the Central Government as 
well as State Governments. As the function of the States are 
varied in nature against i t s inadequate revenues, i t i s 
d i f f i cu l t for the s tates to discharge the growing functions 
sa t i s fac tor i ly . Naturally, the States have to seek flnnncial 
transfers from the Union Government so that they maintain 
their financial administration and adjustments. The Reserve 
Bank of India has c lass i f ied taxes such as Xnoome Tax, 
whether Tax, Estate Duty, Excise Duty, Sales Tax, Customs Duty, 
Income froa Sta te property. Gif ts , Fines and p e n a l i t i e s , 
g ran t s - in -a id , Sale of goods and services by Sta tes s the 
sources of publ ic revenue. I t has been v iv id ly enumerated 
in Lis t I I of Seventh Schedule of the Sta te Sources of 
Revenue. 
Oottposition of Revenue : 
The t o t a l tax revenue of a Sta te Comprises of 
revenue from the S ta te Taxes and share in Central Taxes 
wherees the t o t a l non-tax revenue of the Sta te cons is t s of 
i t s non-tax sources and plan and non-plan grants from the 
Union Government. The analysis of the composition of 'atpte 
Tax- Revenue and Non-Tax Revenue I s the overa l l i n t e rp re t a t ion 
of S t a t e ' s ovm revenue in the f inanc ia l f ron t . In the anelys ls 
of S t a t e ' s own revenue, the t r a n s f e r s from Union government 
must be excluded. 
Composition of State Tax Revenue t 
The present Study attempts to dejjl with the 
d i f ferent sources of S t a t e ' s own tax revenue and i t s growth 
r a t e and Tax-Effort, The pr inc ipa l sources of tax revenue 
(excluding cen t ra l t r ans f e r s ) are v i z , . Land Revenue, Sales 
Tax, Sta te Sxcise Duties, Stamps and Regis t ra t ion , Motor 
Vehicles Tax, Tax on Passengers and goods car r iea by Road, 
Taxes duty Electr ic i ty , Taxes on Trade, Profession, call ings 
& Employment, other. Taxes and Duties on conmoditles & 
services . 
Lan<d| Revenue i 
The trend of the growth of Land Revenue since the 
inception of Nanipur to a full-f ledged str^te can be 
analysed with reference to table 4 , 1 , 
The figures in the table reveals that the actual 
receipts from land revenue decreases from At. 18.35 lakhs 
in 1977-73 to »s, 14,95 lakhs In 1973-74, then increases 
to Rs. 34,58 lakhs in 1975-76, In 1978-79, i t again decreases 
to 8s. 11.88 lakhs and then continuously rose to 3s. 45.00 
lakhs in 1984-85. The percentage of land revenue to s ta te ' s 
to ta l tax revenues has retarded from 19.13?6 in 1972-73 to 
«s.7.15 in 1984-85 in decreasing order. At an annual growth 
rate of 7.05 % the percentage Increase in 1984-85 over 
1972-73 i s 242.59 %, 
The cost of c o l l e c t i o . in 1972-73, 1975-76, 1980-81, 
1984-85 carries the trend of Rs. 19.68 lakhs, fe.23.52 lakhs, 
Hs. 56,20 lakhs and fis. 65.47 lakhs as against th i s respective 
TABLE 4 . 1 
GROWTH TRENDS OF LAND REVENUE AND ITS CD^ JT OF OOLLECTION IN 
MANXPUR 
(Rs. i n l a k h s ) 
Year 
1972.73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
Land 
Revenue 
18.55 
14.95 
19.63 
34.58 
21.13 
15.80 
11.88 
16.85 
18.65 
24.57 
21.35 
1983-84(^E)40.00 
1984-85(BE)45.00 
SOURCE : 1. Various 
(1972-7 
Percentage 
t o t o t a l 
S t a t e ' s 
own tax 
revenue 
19.13 
14.95 
16.69 
17.72 
10,18 
7.07 
5 .18 
6 .53 
7 .38 
6.'53 
6 .60 
7.69 
7.15 
Cost of Percentage cost 
collecrtlon of c o l l e c t i o n to 
t o t a l land 
revenue r e c e i p t s 
19.68 
18.37 
19.63 
23.52 
20.62 
28.61 
34.50 
45 .04 
56.20 
65 .50 
80 .40 
64 . 37 
65 .47 
106.09 
122.87 
100.00 
68 ,02 
97.58 
177.28 
290.40 
271.65 
302.47 
266.58 
293.97 
160.92 
145,49 
Finance Accounts. Ctovernment of Manipur, 
3 ^0 ^§S4-fl5), 
2 . A Picture of ManiDur 
1 
Budget 1972-.73 to 1986-87 
to ta l lai*ci revenue of the respective years. The 
percentage cost of col lect ion to tota l land revenue 
receipts founds to be high in 1980-81 at the peak of 
302.47^ and lowest at 68.02 ii in 1975-76, Rest of 
the trends are higher then cent percent. This clearly 
shows that the growth of land revenue in the s tate 
i s quite slow and irregular. 
Sales Tax t 
Sales tax i s g primary source of -tate revenue. 
At the Stage of the attainment of stateood in 1971-72 
the state registered about 296O dealers and. by the end 
of March, 198A, t h i s has been increased upto 7,64A,' 
It occupies an important place in the tax structure of 
s ta te . The trend in recipets from sales tax are shown in 
table 4 .2 , 
The Sales-Tax receipts increas s from fis, 59.31 
lakhs in 1972-73 to h, 19198 in 1981-82 and decreases to 
fe, 167.06 in 1982-83 and then rose to Rs, 184,97 in 1983-84 
and f ina l ly to Rs. 230,97 in 1984-85, The cost of col lect ion 
of sa les tax rose from fts, 1,09 lakhs on 1972-73 to Ife,l4,20 
1, State Taxation Department, Govt, of Manipur. 
TABLE 4 . 2 
J^OOTH 0? 3ALES TAX lt,:VE.N-U ArD IT3 CO T OF 
CSDLLtCTI-K IN MANIPUR 
Year Receipts 
trotn 
8!^ les Tax, 
State's own 1 as 
tax revenue percent 
of 2 
(Rs. In lakhs) 
Cost of 4 as per 
(^ llect-. cent of 
Ion of 1 • 
srles 
Tax. 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1932-83 
1983-84 
1984-85 
39.31 
50.14 
60.42 
95.85 
103.65 
105.78 
107.91 
128.86 
135.86 
191.98 
167.06 
168.94 
195.83 
96.98 
100.02 
117.61 
195.31 
207.51 
223.34 
229.07 
258.04 
255.57 
375.99 
414.61 
470.4a 
604.53 
40.53 
50.13 
42.67 
49.07 
49.95 
47.11 
47.11 
49.75 
51.00 
51.06 
40.29 
35.91 
32.39 
1.09 
1.37 
1.99 
2.11 
2.15 
5.11 
4,^ 5 
5.80 
8.83 
9.59 
14.76 
14,20 
14,14 
2.77 
2.73 
3.95 
2.20 
2.07 
?.95 
3.94 
4.52 
6.50 
5.00 
8.33 
8.41 
7.2? 
jource t Various i s s u e s of yjnence Accounts G^jvernaent of MRnlpur 
(1971-73 t o 1984-85) . 
In 1983 and as.l4l4 in 1984-85 with the Increasing t r ends . 
The perce ntage of Sales tax to s t a t e s own tax revenue 
ind ica tes a trend of 4o.53?6 in 1972-73,50.139i in 1973-74 
then 3Mi in 1980-81 , 35.56^4 in 1983-84 and 36.72 % in 
1984-85. The trend shown I r regula r r i s e aiod f a l l of 
percentage. But the cost of co l lec t ion of sa les tax shown 
an increasing trend from fis. 1,09 in 1972-73 to as.l4,14 
in 1964-85 without any f luc tua t ion in the incre<=slng order . 
The percentage of cost of co l l ec t ion to t o t a l sa les tgx 
revenue depic ts the increasing order from 2,77?* in 1972-73 
and 8,83 ^ in 1982-83. But the re was a r i s e and f a l l changes 
in 1981-82, 1983-84 and 1984-85 with the percentage of 5;^, 
7,67 :^  and 6,12 % r e spec t ive ly . The per capita sa les tax 
of Manipur te. 9.93 in 1975-76 awi Hs, 13.52 in 1981-82 ns 
against the a l l s t a t e s of average te. 35.77 in 1975-7^3, and 
its. 72,45 in 1981-82. The per capi ta tax burden in Manipur 
was only a». 18,19 in 1975-76 and r.. 27.'+0 in 1981-82 as against 
the a l l s t a t e s of average Rs.64.29 in 1975-76 and te. 121.9? 
in 1981-82. Thus, the per capita s t a t e tax burden and per 
capita sa les tax burden in the S ta te was lowest amongst 
2 
a l l s t a t e s . 
State Excise Dutlca i 
S ta te Excise Duties i s also one of the Pr incipal 
source of Sale tax revenue. In Manipur t h i s tax i s collected 
2,Various Issues of Finance Accounts Government of Manipur 
(From 1972-73 t o p 1972-73 Annual Financial St tements, 
Govt, of Manipur (from 1971-73 t o 1984-85). 
\"J\ 
from the l icense fees for sale of imported l iquors, duties 
on Indian made foreign llquours, rect i f ied sp ir i t , absolute 
alcohol, projecting and transporting country sp i r i t s and 
fermented llquours and f ines for d i s t i l l i n g and vendourlng 
etc . There i s no l icensing system for upon sale of ganja, 
bhang, opium and Intoxicants. So, a part of St^te excise 
autles col lect ion Is contributed from the f ines for trenapor-
tlng , s e l l ing and smuggling. 
The growth of State Excise Revenue Is In Increasing 
trend. In 1972-73 the col lect ion from excise revenue was 
fis.5.71 lakhs constituting about 5.98 % of the State's own 
tax revenue. It rose to fts, 6.14 in 1973-7'» and, to Ss. 17.62 
lakha In 1975-76 . There i s ascending Inorease In the col lect ion 
In 1981-82 It rose to 8s. 36.78 lakhs and In 1983-8A, ft5.9i.68 
lakhs and in 1984-85 te. 132,14 lakhs and in 1985-86 (RS) And 
1986 -87 (BE) It rose to Rs, 146,55 lakhs and Rs. 156.35 lakhs 
respectively. I t s percentage share to s ta te ' s own tax revenue 
In 1972-73 was 5.98 ^ then i t rose steadily to 14.97 % In 
1975-76 and then decreasing to 9.42^ In 1981-82 and again 
Increases from 14,95?6 In 1987-83 to 19.49?^ 21.86 % 20.91% 
and 20.77 ^ In the year 1983-84, 1985-86 and 1986-87 respect i -
vely. The CSrowth rate of State excise duties i s very s ignif icant . 
From 1972-73 to 1986-87, the s tate excise i s Increased by 27 
times In contribution. It was subject to s ta t e ' s l iberal 
excise policy. The above analysis can be drawn froro 
table 4,3. 
Stamp & Registration t 
Stamp duties are not any particular kind of taxation. 
They aay be used as a method of collecting some taxes or as 
a form of taxation. It Is a tax on documentary evidence. If 
documentary evidence of certain transactions has to be 
created, tax must be paid In the form of a stamp duty on 
the document evidencing the transaction, which is always 
worthwtille for a men to have as a proof after payment of 
2 
stamp duty. 
In Manlpur Jud ic ia l and non-Judicial stamp dut ies 
were taken up. The Jud ic ia l stamp du t i e s as levied under 
Indian Court Fees Act 1870 ana comprises of court f ees , 
s a l e of Jud ic ia l stamps, f ines and r e c e i p t s , and misce l l -
aneous r e c e i p t s whereas the l a t t e r lnclu<ies a l l du t i e s 
other than Judic ia l du t i e s , which a re collected by af f lx ln? 
stamps on t r ans fe r of property, commercial t r ansac t ions 
and other t r ansac t ions . 
2. L,S. Porwal, Sta te Finances in India , (A case study of 
RaJ«8than S,Chana & Sons, Delhi, 1971 , p .79 ) , 
TABLS - 4 . 3 ' 
ORO^ vTH TRENDS OF STATE EXCISE IN MANIPUR 
(R». in lakhs ) 
Year Receipts S t a t e ' s ov/n Percentage of 
tax revenue 1 to ? 
1972-7§ 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86(Ri) 
1986-87(BE) 
5.71 
6 .14 
11,03 
17.62 
28.44 
29.00 
27.60 
30.51 
31.71 
36.78 
62 .00 
91.68 
132.14 
146.55 
156.35 
96.98 
100.02 
117.61 
195.31 
207.51 
223.34 
229.07 
258.0^!* 
255.37 
375.99 
414.61 
470.4£j 
604.53 
700.95 
752.60 
5.89 
6 .13 
9.37 
9.02 
13.70 
12.98 
12.10 
11.82 
1?.44 
9 .42 
14.95 
19.49 
21.86 
20.91 
20.77 
SOURCE t (1 ) A Picture of Manipur Budget (1972-73 to 1986-87), 
(2 ) Various Finance Accounts. Government of Manipur 
(1972-73 to 1985-86) . 
J • « 
The Regis t ra t ion fees under the Indian Regis t ra t ion 
Act 1988 In Manipur are ad»valoreia In co l lec t ion and charged 
according t o the value of the r i g h t , t i t l e or In te res t of t i e 
document effected. 
The trend of revenue from Stamps & Regis t ra t ion 
shows some f luc tua t ions . The co l l ec t ions during 197?-73 was 
13.70 lakhs with a decrease and r i s e of Jis, 9.03 lekhs in 
1973-7^ and Rs, 10,90 lakhs in 1974-75. In 1975-76 the r ece ip t s 
from stamps and r e g i s t r a t i o n rose from Rs, 11.53 lakhs to 
Rs, 28,17 lakhs in 1984-85. There i s ins ig in i f leant and 
i r regu la r growth of the revenue during 1972-73 to 1984-85. 
The percentage of stamp and r e g i s t r a t i o n revenue r e c e i p t s 
to s t a t e ' s own tax revenue maintains 14,13 % in 1972-73, 
9.03^ in 1973-74, 9,23% in 1974-75 and f e l l to 5.90 9i in 
1975-76, There were off and on va r i a t ion t i l l 1980-81 
maintaining 6,46 A and i t f e l l to 4,66 )i in 1984,85 . For 
addi t ional resource mobil izat ion, the State cannot r e ly 
more on t h i s source BTVUL the increase of r e g i s t r a t i o n fees 
i s not advisable because i t may lead to evasion by under-
estimate r e g i s t r a t i o n ra the r than the actual value r e g i s t r -
a t ion Table 4,4 shows the growth of t h i s revenue head of 
Manipur during the f inanc ia l year 1972-73 to 1984-85. 
Taxes on Motor Vehicles : 
In t h i s tax head, the charges of r e g i s t r a t i o n ani 
t r ans fe r of ownership of motor veh ic les , Issuln,^ of drlvim? 
n 
TABLE 4 . 4 
TR£M)S OF REVENUE RECEIPTS FROM 3TAMP> & REGISTRATI'N IN MANIPU^ 
Year Revenue 
Rece ip t s 
(te. i n l a k s ) 
S t a t e ' s o^ (m P'^rcentage of 
t a x revenue 
1 t o 2 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
13.70 
9 .03 
10.90 
11,53 
12.59 
14.54 
15.36 
17.13 
16.50 
21.50 
20.19 
22,19 
28 .17 
96 .98 
100.02 
117.61 
195.31 
207.51 
223.34 
229.07 
258.04 
255.37 
375.99 
4 l 4 , 6 l 
470.48 
604.53 
14.13 
9.03 
9.28 
5.90 
6 .07 
6 .51 
6 .71 
6 .64 
6.46 
5.72 
4 .87 
4 .72 
4.66 
SOURCE : A P i c t u r e of Manlpur Budget. 1972-73 t o 1986-87. 
Various Finance Accounts . Government of Manlpur 
(1977-73 t o 1984-85). 
r^. 
TABLB» 4 .5 
TRENJJS OF REVEI^S FROM MOTOR VEHICLE TA)C, 
Year 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1978-81 
1981-82 
1982-83 
1983-84 
1984-85 
30U1CE t 
Revenue 
Receipt 
(Motor Vehicle) 
7 .84 
7 .20 
7 .42 
14.76 
18.07 
21.92 
22.58 
24.67 
25.89 
43 .90 
59 .83 
58.28 
47.19 
A Picture of 
S t n t e ' s ovm 
tax revenue 
96.98 
100.02 
117,61 
195.31 
207.51 
223.34 
229.07 
258.04 
2$5.37 
375.99 
414.61 
470.48 
604,53 
Manlpur Budget (1972-73 to 
Various Fln«fnce Accounts, Government of 
Percn'^tag? of 
1 to 2 
8,08 
7.20 
6.31 
7.56 
8.71 
9.81 
9.86 
9.52 
10.14 
11.67 
14.^3 
12.39 
7.81 
1984-85) 
Manlpur 
(1972-73 t o 1984-85) . 
n 
l i cences . Issuing of conductors l i cences , i ssuing of permit 
to motor vehicles ( p a r t i c u l a r l y Buses, "rucks ana urban 
t ranspor t ing jeeps ) snd f ines for construct ion of As am 
Motor Vehicles Taxation Act and Rules, 1936 are inclu«de^. 
Private cars and Jeeps are taxed on unladen weight , t rucks 
on the basis of t h e i r load capacity, buses on the bas is 
of t o t a l number of sea ts cspaci ty unaer ru le including 
tha t of the dr iver and tempo per seat per quarter year. 
The growth of motor vehic les tax co l l ec t ion during 
1972-73 in the State of Manipur rose from Ss. 7.84 lakhs 
to ns. 59»83 lakhs in 1982-83 and decreases to fe. 5B,23 lakhs 
in 1983-84 and reduced to Rs. 47.19 lakhs 1984-85. 
There was continuous increase in i t s growth since 
1973-74 t i l l 1982-33 anc decreased during 1983-34 snd 
1984-85. The percentage share to t o t a l tax revenue i s 
i r regu la r t rend. I t remained more or l e s s the same at the 
ranges of 8.08)^ , 7.20 ^, 6,31 %, 7.56 % during the successive 
years 1972-73, 1973-74, 1974-75, and 1975-76, Then, I t 
rose to 8,71 in 1976-77 and rose in ascending orders to 
14,43 % in 1982-83. In 1983-84 ana 1984-{i5 i t f e l l to the 
main reason for the increasing r e c e i p t s of t h i s tax was 
mainly due t o the expansion of s t a t e tax bas as against 
the increasing t rend of vehic les in the l a s t 13 years . 
In 1972 the mifflber of vehicles was 2,816 against 5,600 
In 1981. 
Taxes on goods and Passengers 1 
The taxes on goods and passengers Is a very new 
tax in the state Tax-structure of Manlpur. It was Imposed 
in the State with effect from 1st October 1981 under Section 
3 of Manlpur Ck)od3 & Passengers Taxation Act l977(Act No,1 
of 1978) • Taxes collected from the heads of goods and 
passengers fares in the year 1983-84 was Rs, 13.98 lakhs 
and i t rose to fc, 23.36 lakhs In 198^-85 and during 1985-86 
(RE; i t was estimated to be Rs. 24.75 lakhs and i t rose 
to Hs. 27.25 lakhs in 1986-87 BE), In a backward Stfte l ike , 
Manlpur , t h i s tax can not be as high as other developed 
states where the taxes are high . Because, the State has no 
railway l ines and the State Road Transport service Is the 
only means of interior conimunication for the poor people. 
Taxes on Trade. Profession Callings and amployment t 
The tax came into Xorce with effect from the 
financial year 1981-82 under the Manlpur Professions, 
Trades, cal l ings and Employment Taxation Act, 1981. The 
tax i s levied on a l l those who carries on trade, either 
by himself or by an agent or representative, or who 
follows a profession or cal l ings or who i s in eoployroent 
either wholly or in part within the State, All the 
Assessees are l iab le to pay for each as-essment year a 
tax with reference to his to ta l gross income of the previous 
year with regard to such profession, trade, cal l ings , or 
employment and in addition to any the, rate of duty <r fee 
which i s l i ab le to pay under any other enactment for the 
time being In force. But the act exempted for the time 
being in force. But the Act exempted for the members who 
belong to the armed forces of India, Further the Act 
provided that the tax repayable by any person shall not 
exceed two hundred f i f t y rupees for any assess-ment year. 
Fixation of the aaseasment have been c lass i f ied into 
six income groups as follows t* 
S\t Income CSroup Norms of asseasment 
I , Income Below as,6000 per annum Exempted from the payment 
of the tax, 
II,Income above 85.6000/-but fc, 5o(tax rate ) to be 
below Rs. 10,0CX)^ paid. 
Ill.Income above 8s. 10,000/- fe.ioo (tax rate) to be 
but below te.15,000/- paid ) 
IV. Income above fe. 15,000/- Rs,150(tax rate )to be p^ld 
but below as. 20,000 / -
V. Income above Rs.20,000/- &, 200(tax pate)to be paid 
but below Us, 25,000-
j •:'•' 
VI. Income excedlng above Rs, ?50 ( tax r a t e ) to be paid. 
fe.25,000/-
The actual amount collected during the f inancia l 
year 1981-82 was 8s. 1A.07 lakhs . The the y ie ld of t h i s tax 
in 1984 (BE) i s estimated to be te.22,00 lakhs . At present 
t h i s tax i s not yet e f fec t ive ly Implemented to thos persons 
who are engaged in other a c t i v i t i e s . But, i t should be 
o rd ina r i ly implemented t o any person who ere engaged in any 
sort of a c t i v i t i e s end whose income i s within the taxable 
l imi t so tha t the yield from t h i s tax aay be of a good quanta. 
Taxes and Duties on E l e c t r i c i t y i 
The yield from t h i s source though, present ly negl ig ib le 
but l i ke ly to be promising in near future due to power 
po t en t i a l of the s t a t e i n t a l l e d . The co l lec t ion during 
1975-76 was only fe.0.51 lakhs . I t was n i l during 1976-77. In 
1977-78 i t was Rs. 10.95 lakhs and rose to fe. 15.80 lakhs 
In 1978-79 but s teeply f e l l t o te, 6.11 lakhs in 1979-80, In 
1981-82 i t rose again to Rs. 6,11 lakhs in 1979-80. In 1981-82 
i t rose again t o Ss, 17.36 lakhs but sharpl^i declined to 
as.2.19 lakhs in 1982-83. In 1984-85 budget, the co l lec t ion 
of t h i s tax was estimated to be Ss. 35.50 lekhs . 
The main reason for t h i s negl igible yield i s the 
State's acute shortage of power and Inadequate supply even 
to the household consumers. Also, the Stete has no large 
and medium scale Industries, The per capita power consump-
t ion Is also extremely low as compared to all-India level of 
consumption. However, there Is more hope to lncre??se the 
tax in near foture pertaining to the commencement of Loktak 
Hydro Electric Project and other small hydel projects. 
Other Taxes and Duties on Commodities and Services t 
Under t h i s tax-head, taxes such as entertainment tax, 
some other minor taxes relat ing to agricultural ?.nd forest 
products are Included. The cost of co l lect ion of such takes 
constitute a very small proportion to s ta te ' s tax revenue. 
The tax yield from th i s source during 1972-73 was Us, 10.73 
lakhs. It rose continuously to te.57.36 lakhs in 1982-83 eiKl 
the estimated receipts i s supposed to be Si. 73,15 lakhs in 
1984-85 (BE), The cost of co l lect ion in lakhs of rupees in 
1972-73 was 0.09 lakhs as against the peak value of Rs. 1.12 
lekhs In 1980-81. Then, It i s reduced to 0,89 lakh in 1981-82 
and rose to 1,20 lakhs In 1984-^ (BE). The t»end of t h i s 
tax reclepts i s shown in Table 4,6 . 
TABLE 4 .6 
TAX YIELD FROM OTHER TAXES AND DUTIES ON OOl^ODITIES A^aD SERVICES 
Year 
0 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-63 
1983-84 
1984-85 
SOURCE i 
Rece ip t s 
1 
10.73 
12.56 
16.37 
18,74 
21.11 
24.07 
25.95 
25.80 
20.45 
30,38 
57.36 
64 .21 
73.15 
Various Firi« 
Ciis.in 
S t a t e ' s own t a x Cost of 
revenue c o l l e c t i o n 
2 
96.98 
100.02 
117.61 
195.31 
207.51 
223.34 
229.07 
258.04 
255.37 
375.99 
414.61 
470.48 
604,53 
ince Account, 
3 
0 .09 
0.06 
0.06 
0 .05 
0.06 
0 .58 
0.39 
0.56 
01.12 
0 .89 
1.04 
1.10 
1.20 
l akhs ) 
Percentage of 
1 t o 2 
4 
11.1 
12.6 
13.9 
9.6 
10.2 
10.8 
11 .3 
10.0 
9 .1 
10.5 , 
13.8 
13.6 
12.1 
CSovernment of Manipur. 
The cost of co l lec t ion of such takes cons t i tu te 
a very small propert lon contr ibut ing to I t s t o t a l tax 
revenue. There I s s t i l l scope to mobilize I t for more 
resources with the expansion of cinema houses in number 
anci vid^o announcement r u l e , 
OompQsition of Non-'Tax Revenue t 
Generally, non-tax revenue of the State can be 
divided in to two p a r t s , v i z , a) t h e non-tax revenue from 
the Centre by means of grants-in-?. id, (li) S t a t e ' s own 
non-tax revenue consis t ing of In t e re s t r e c e i p t s . Dividends 
and p r o f i t s . Receipts , from Cfenpral Services, Social and 
Cbmmunity services and Economic Services. Excludin/? the 
non-tsx revenue from the Centre, we study the grovvth of 
non-tax revenue Head-wise i . e . on the sources of the 
I n t e r e s t , r e c e i p t s . Dividends and p r o f i t s , General Services, 
Social and Community Services and l a s t l y Sconomlc Services. 
The revenue r e c e i p t s from the heads of I n t e r e s t , 
Divedends & p r o f i t s contributed to only small co l lec t ions 
than other heads. In the year 1972-73 i t was Rs. 20.52 lakhs 
and then i t decreases to fe, 11,56 lakhs . From the year 
1976-77 to 1980-81 there i s a trend of increasing order 
except &. 18.21 lakhs in 1979-80, In 1980-81 i t was 3s.25.80 
i I .' 
lakhs anci then I t f a l l s t ep ly to fc. 6 .58 lakhs In 1981-82, 
then i t rose t o jh, A6,15 in 198A-85(BS), Per cent t^e of t h i s 
head to the t o t a l non-tax revenue from 1972-73 to 1984-81(BE) 
are 12,80, 501 %, 8 ,71 %, 11.26 ^, 18.90?6, 16.40 H, 7.74% , 
0.8536, 2.75 %, 7 .63 >6, 7 .63 , 12.38 H, 10.54 ^. There was 
de ter iora t ion i n 1979-80, 1980-81, 1981-82. This an e r r a t i c 
trend. 
The c o l l e c t i o n s from general s e r v i c e s in were fe.30.70 
&s. 25.45 lakhs , te. 99.81 lakhs , Bs. ?4 .97 lakhs , R$.51.22 lakhs 
te.63.53 lakhs , Hs.44,29 lakhs , &. 2877.15, Ss.56,44 lakhs 
ib.70.19 lakhs , &. 85 .50 lakhs , Rs.91.91 lakhs from 1 9 7 2 T 7 3 
towards t o 1984-85 (BE). Co l l ec t ion of 1980-87 was of the 
highest at the range of 94.82?^ but lowest was 25.45 % 
in 1973-74. 
The c o l l e c t i o n s from Social and Gbaaiunity s erv i ce s 
shows s n a i l f l u c t u a t i o n s and there was increas ing trend from 
ai.13.12 lakhs i n 1972-73 to as.64,99 lakhs in 1984-85(BE), 
This head const i tuted about 12,555^ of the t o t a l non-tex 
revenue on average during the same perlo«i ranging from 
1972-73 to 1984-85( Bfi ) . 
Economic Services form one of the pr inc ipal 
contributor to non-tax revenue. The r e c e i p t s from t h i s 
head during 1972-73 was as.95.04 lakhs a»i again rose to 
L^4 
fc,137.64 lakhs In 1979-80, «t f « l l to Rs.102.11 lakhs in 
1980-81 ana« again rose to Rs. 227.2? lakha In 1984-85(BE) 
The t o t a l co l lec t ion forma 50,27?^ of the t o t a l non-tax 
revenue. 
The growth trend of the head-wise non-tax revenue 
are shown in t ab l e 4«7« 
Forest resources contributed i t s tex and non-tax 
revenue to S t a t e ' s own tax revenue. Due to lack of under-
u t i l i z a t i o n , the growth of fo res t revenue r ece ip t s i s in 
not in f a s t e r pace. Wise and economical u t i l i z a t i o n of 
the resources has never been achieved in the l a s t decaae 
or so by the fact percentage of fores t revenue to t o t a l 
tax revenue and rwn-tax revenue are small in growth. ^ , 
the fo res t policy should an oriented and prac t icab le te 
tha t more addi t ions l resources Bay be mobilized for the 
S t a t e ' s economy. 
Table 4 ,8 depic ts the t rend of revenue r e c e i p t s 
of fo res t department. There i s even increasing co l lec t ion 
from &>. 9.25 lakh in 1972-73 to Rs, 65,00 lakhs in 1984-85 
(BE) corresponding s t a t e ' s own t o t a l tax and non-tax 
corresponding s t a t e ' s own t o t a l tax and non-tax revenue 
f igur ing ite. 3l4,11 lakhs in 1972-73 and Rs. 1351.67 lakhs in 
TABIDS 4 , 7 
CROWTH OF NON-
Year 
1972-73 
1975-74 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-61 
1981-82 
1982-8:5 
I n t e r e s t 
R e c e i p t s , 
Dlvidewis 
APT or I t s 
20.52 
(12 .80) 
11,56 
(5 .01 ) 
20 ,28 
( 8 . 7 1 ) 
23,99 (11 .26) 
37.94 
(18.9C) 
4n.08 
(16 .40) 
18.21 
( . ' . 74 ; 
25.80 
( 0 . 8 5 / 
6 ,58 
(2 .75 ) 
29 ,98 
(7 .63 ) 
1983-84( '^g)44. i3 
(12 .38) 
1984-85 
SOURCE ; 
46.15 (10 .54) 
TAA REVENU 
General 
Se rv ices 
30.70 
(19 .26) 
25.45 (11 .02) 
35.81 
(15 .38) 
7^.97 
(35 .20) 
51.22 
( 2 5 . 5 ) 
63 .53 
(25 .37) 
44.29 
(18 .83) 
2877.15 (94 .82) 
56.44 
(23 .59) 
70.19 (25 .54) 
85.50 
(23 .98) 
99.91 
(22 .83) 
Various F l r^nce Accounts 
S ( HEAD-W'i; 
Soc l a l 
Community 
Se rv i ces 
13,12 
(8 .23 ) 
13.85 
( 6 . 0 0 ) 
57.32 
(16 .03) 
28.<I7 (13 .46) 
17.15 
(8 .54 ) 
24,66 
(9 .84 ) 
35.11 
(14 .92) 
29.24 
(0 .96 ) 
35.38 
(14 .79) 
43.04 
(15 .66) 
60 ,88 
(17 .08) 
64,99 
(14 .85) 
5 CJovernment 
>E ) 
Sconoffllc 
Se rv ices 
35.04 
(59 .63) 
179.99 
(77 .97) 
139.34 
(59 .87) 
25 .33 
(40 .07) 
94.20 
(46 .92) 
121,20 
(43 .39) 
137.64 
(58 .51) 
102.11 
(3 .36 ) 
140.83 
(58 .87) 
140.56 
(51 .15) 
156,01 
(46 .56) 
227.22 
(51 .92) 
ir. 
Total 
159.38 
(100.00 ) 
230.85 
(100.00) 
232.75 
(100,00) 
212.96 
(100,00) 
200,76 
(100.00) 
250.47 
(100.00) 
235.25 
(100.00) 
3034.40 
(100.00) 
239.23 
(100.00) 
274.77 (100.00) 
356.52 
(100.00) 
437.61 
(100.00) 
of Menlpur(1972-73 t o 
1984-35). 
TABLKA^. 
IS-; 
Year 
0 
1972-73 
1973-74 
197A-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
Forest 
Revenue 
Receipts 
1 
9.25 
7 .52 
15.13 
15.39 
20.36 
23.81 
36.47 
32.86 
29.01 
52.30 
48.04 
1983-84(RE)50.50 
1984-85(BE)65.00 
SOURCE 1 
Total Tax 
Non-tax Revenue 
2 
314.11 
400.35 
389.26 
560.02 
537.87 
546.10 
606.73 
608.91 
3479.45 
82 J.62 
901.82 
1131.89 
1351.67 
VArlvus Issues of Finance Accounts. 
(ite, in lakhs ) 
Percentage of 1 to 2 
3 
2.94 
1.88 
3.89 
2.75 
3.79 
4.36 
6.01 
5.39 
0 .83 
0 .37 
5 .33 
4.46 
4 .87 
Government of 
Manipur (1972-73 to 1984-85). 
i984-85(BE). There I s a s te p f a l l contr ibut ion in 
1980-81 in which forest revenue contributed only as. 29.01 
lakhs against Us, 3479.^5 lakhs of t o t a l tax and non-tax 
revenue with the unique f igure of 0,83 %• The overa l l 
percentage of fo res t revenue t o t o t a l tax and non-tax 
revenue are not l e s s than 0.83?6 and iwt more th-^n 6.37^. 
The revenue from the I r r i g a t i o n p ro jec t s , at 
present not In fu l l appl ica t ion can not be contributed to 
because the system i s s t i l l young in Manipur. So resource 
laobillzatlon from t h i s factor i s s t i l l s tagnant . The 
revenue from power project had been a chr'onic problem 
In Manipur due to shortage of power and fau l ty d i s t r i b u t i o n 
system subject to l imited po-^er generation and supply. With 
the commissioning of the Loktak Hydro Elec t r ic Project , 
the Sfcete has a maximizing hope to increase and mobilize 
jiar revenue in connection with the proper a v a i l a b i l i t y 
of regular power supply and e f f ic ien t d i s t r i b u t i o n system. 
The ac tual tax revenue Increased from h, 158,98 
lakhs in 1972-73 to Rs. 327.27 lakhs In 1975-76 and a s l igh t 
f a l l In 1976-77 at Ks. 324,91 l akhs . Then, the re i s a 
continuous r i s e of the tax from Ss. 345,3A lakhs in 1977-78 
to iis^  914,06 lakhs In 1984-85(BE). The overa l l r i s e in 
percentage In 1972-73 over 1984-85 (BE) Is 594,95% which 
i s comparative lower than that of grants-in-aid and 
other central assistances (1064,375^). Among the tax 
revemies, taxes on coauBoditles and services holds the 
top contribution In the tax revenue and followed by taxes 
on Incone ana expenditure, and the contribution of taxes 
on property and capital transactions f o l l o w ^ at l a s t . 
This trend can be observed from table 4.9» 
Tax- Effort of the State : 
Regarding local tax-effort , so far, no such studies 
have been undertaken in Manipur. A hand ana globe cofactor ibr 
aeasuring tax effort of the state i s the f i s ca l potential . 
"The equalization objective in a scheme of federal f i s ca l 
transfer should recognize the undarlying differences in the 
potential of the s tates to r i s e funds fro© tax and other 
f i s ca l resources available to them for financing their public 
investment/developfflental progremmes" » The barriers and 
loopholes in the measurement of tax potentials and tax-effort 
i s the non-availability of proper data. In measuring the 
tax effort of the State through sales tax, there i s data 
constraints that did not allow the exercise the measuring 
3, Herniate Rao, Centre-State Financial Relations, Allied 
Publishers, Pvt. Ltd. Delhi, 1981, p.93. 
TABLE Y . 9 
TREND OF TAX REVENUE IN MANIPUR 
(i^. i n lakhs ) 
Year Taxes on Income 
and Expenditure 
Taxes on 
Property 
and 
capital 
Tranactlons 
Taxes An 
comaocilties 
and Services 
Total tax 
revenue 
J. 
1972-73 62.00 
(39.00) 
1973-74 69.48 
(40.99) 
1974-75 92.22 
(43.95) 
1975-76 132,14 
(40.38) 
1976-77 117.40 
(36.13) 
1977-78 122,00 
(35.33) 
1978-79 127.19 (35.70) 
1979-80 1S5.62 (30.94) 
1980-81 189.68 (42,62) 
1981-82 205.40 
(35.33) 
1982-83 227.96 
(36.39) 
1983-84(RE)271.50 
(35.0) 
1984-85(BE)307.00 
(33.59) 
33.39 (21.00) 
23.98 (14.15) 
32.36 
(15.42) 
47.65 (14.56) 
36.24 
(11.15) 
32.19 (9.32) 
29.23 (8.20) 
33.98 
(9.09) 
35.35 (7.94) 
46.59 (6.01) 
50.65 (8.08) 
62.19 (8.02) 
69.00 
(7.55) 
63.59 (40.00) 
76.04 
(44.85) 
85.25 
(40.63) 
147.48 (45.06) 
171.27 
(52.71) 
191.015 (55.35) 
199.84 
(56.09) 
224.06 
(59.96) 
220.02 (49.44) 
329.40 (56.66) 
348.'^ 
(55.57) 
441.68 (56.<?6) 
538. (D6 (58.f36) 
158.98 
(100) 
169.50 (100) 
209.83 (100) 
327.27 
(100) 
324.91 
(100) 
345.34 
(100) 
356.26 
(100) 
373.66 
(100) 
445.05 (100) 
581.39 (100) 
627.05 (100) 
775.37 (100) 
914.06 (100) 
SolflCEi Various Issues of Finance Accounts. CJovernment of Mani'-ur 
(1972-73 to 1984-851 
N8- Figures in brackets indicate the percentage share. 
process. Sub;)ect to the l imitations that emerged out 
the idea of computing the tax effort of sevei*al taxes 
could not be dealt with sa t i s fac tor i ly . National Inst i tute 
of Public Finance and Policy(NIPFP ) r ight ly says thpt 
"the accuracy of measurement of tax effort of the States 
vw)uld depend to a great extent on the quality of the 
data used". 
The f i f t h Finance ComBlssion posttulated & formula 
to measure tax effort . The formula i s 
Tax Sffort • P y c«P^t^ t ^ revenue 
P»r capita income of the state 
According to K.V.S. Sastri the re lat ive measure of 
tax effort i s based on the concept of potential ideal tax 
effort i s I 
Potential • All State's Per capita income of 
average a l l the States 
tax effort actual tax X ^^^ g^^^^ ,^ ^^^^^^^ 
per capita Income. 
Another method for measuring tax effort Is well laid 
by HeiAate Rao. The formula i s Income e l a s t i c i t y of tax revenue: 
4 , NIPEP, Measurement of Tax Effort of State Government, 
1973-76, New Delhi, 1982, p.62 
9. Heiilata Rao, Centre-State Financial Relations, Allied 
Publishers, Pvt.Ltd, Delhi, 1981, p.93. 
SLasticity of Qiange in tax Change in State Income 
tax revenue revenue / _ , , _ _ _ _ _ _ _ _ . _ _ « ^ 
Base year Tax Base year State Ineoae 
reveruierj 
T Y 
This method has mathematical relationship with 
the incremental income-tax revenue technique. 
The NIPFP has adopted the methodology for studying 
the taxable or tax potential of a State, In t h i s study, 
the tax potential of a particular State has been defined as 
the amount of revenue i t would ra ise applying the Average 
Effective Rate to i t s bases. 
Average • Total affect ive Rate 
Effective Rate ^^ ^^ 3^3^^, 
Here, the to ta l tax reveime data are average tax 
revenue for triennium years 1981-82 to 1985-84, It has been 
adopted from the Reserved Bank of India Bulletin. Und^ r^ 
th i s observation, the ratio of the actual tax revenue to 
taxable capacity of a state can indicate whether the State 
i s making l e s s or more than the average ef fort . 
TASLH 4 . 1 0 
HEASUREMEiVr OF TAX EFFORT OF STATES 
DURING 1981-82 TO 1983-84 
1 ' i •' 
( 8s. in lakhs ) 
States 
1 
riTPntnjfciii: 
Punjab 
Haryana 
Maharastra 
Gujarat 
Rarnataka 
Kerala 
Tamil Nadu 
West Bengal 
Total Tax 
Revenue 
2 
:e8 
61281.33 
51601.00 
201170.33 
97955.33 
93728.67 
62070,33 
134237.67 
107073.00 
Backward St at as 
AxKlhra Pradaah 126172.33 
Bihar 91960.66 
Hadhya Pradaah 19734,67 
Orissa 
Rajasthan 
Uttar Pradesh 
Backward HUl 
Aaaam 
Himacbal 
Pradaah 
Jamfflu3Kaah0lr 
Manipur 
Haghalaya 
Nagaland 
Sikkia 
Tripura 
39681.33 
59449.67 
167018.67 
S ta te s 
22667.66 
7338.33 
9267.67 
1389.00 
1509.00 
1034.33 
375.33 
2045.33 
Tax 
Base 
(SDP ) 
3 
244083.00 
221625.00 
966269.00 
493628.00 
405378.00 
282806.00 
531656,00 
643561.00 
495200.00 
486182,00 
439527.00 
230966.00 
347606,00 
874771.00 
172603.00 
48789.00 
60546.00 
11252.00 
12689.00 
7183.00 
NA 
20402.00 
Errect lve 
Rate in 
Per cent 
(2 88 
percentage 
of 3) 
<» 
17.81 
18.77 
20.82 
19.85 
23.12 
21.95 
25.25 
16.64 
25.48 
18,91 
20,87 
17,18 
17.10 
19.09 
13.13 
15.04 
15.31 
12.34 
11.89 
14.40 
• 
10.02 
Tax Poten-
t i a l 
5 
61418.81 
39560.10 
172479.00 
88094.70 
72359.97 
50480,87 
94900.60 
114875.64 
88393.20 
86783.50 
78455.60 
41227.43 
62047.67 
1561*6.62 
30809.60 
8708.80 
10807.46 
2009.55 
2264.98 
1282.16 
-
3641.76 
inaax or 
Tax Bffart (ratio of 
2 & 5) 
6 
0.99 
1.05 
1.17 
1.11 
1.29 
1.23 
1.4l 
0.93 
1.43 
1.06 
1.17 
0.96 
0.96 
1.07 
0.74 
0.84 
0.86 
0.69 
0.67 
0.80 
-
0.56 
Average Effective Ratei17.85 
SOURCE : Reserve Bank of Ii>dia Bulletin. 1983, October , Report of 
the isigbth Finance Cbamiasion, 1984, 
cf, Singh, J.K. , jState Finances in Manipur, 1986, 
Table 4,10 iDOiicates that Manipur has an index of 
31)^  lower than unity and can be oentloned that the tax 
performance and the tax effort of the State i s very poor. 
The State Is having an ine las t i c tax structure arm i t has 
not yet oobilized i t s tax po tent ia l i t i e s fu l ly . The State 
s t i l l lacks a dynamic tax policy for adJition 1 resou'^ce 
mobilization.The foregoing data based analysis reveals that 
the agricultural sector i s quite unaertaxed, fiy isposing agri-
cultural income tax additional resources from th i s sector can 
be ax}bilized« The taxea on income end expenditure has almost 
a deteriorating tendency whereas the taxes on commodities and 
services make i t s increasing effort from 4o to 60 per cent. 
The State i s quite neglicted in her exist ing tax 
system. So i t can saake no effort to increase tax revenue 
from land revenue, excise dut ies , agricultural Incoase tax 
prior to new system. It can be drawn the loopholes of 
resource mobilization system that the growth of non-tex 
revenue i s slow and has a negative tendency, whereas attention 
to •conooic services, power projects are not yet fu l ly 
explored. 
Thus , the s tate i s not strong enough in mobilizing 
i t s tax and non-tax revenue and thereby inclined to centre's 
devolution and transfers. In t h i s regard we may analyse 
how far parent centre cares for her s i s t er s tates through the 
channels of federal f i s c a l transfers. For t h i s we turn to 
the preceding chapter ent i t led . Federal Transfers to Manipur 
1 i ; 
CHAPTiSR -V 
FINDINGS AND aUGG£STlON3 
To conclude In the l ight of the la s t chapters 
80 Tar discussed, wa found that the s tate i s poor in i t s 
resources and depend upon the federal transfers for I t s 
economic aevelopcsent. The s tate has i^ effort to come to the 
national leve l without central transfers • Soae of the sugges-
t ions are proposed for adoption here, 
1. Manipur i s a re la t ive ly backwax*d h i l l « atate in the 
Indian federation. From the development point of viev/ the 
• 
atate is lagging behind in its agriculture, industry urbaniaa-
tion awi other infrastructures. In diatributing the divisible 
pool of shareble taxes and duties among the states, the 
criterion of relative backwardness haa been adopted with th« 
measuring factor per capita income. This criterian will effeot 
the state as compared to other developed atate. The factors of 
11"-- ^ 
of the backwardneas of industry, agriculture and other 
infrastructure should be included. Rather there should 
be tnore federal transfers to the s tate fron the centre 
l iberaly , 
f« The SDP i s a better indicator of the ecozKMaic backwardness 
of a state than the population which i s termed merely as 
a scale factor* by the Seventh Finance Commission . The 
re la t ive shares of the States in the Oentral plan asai tance 
as well in the share of income-tax and excise duties , etc , 
may be distributed on the bar.is of per capita SDP, 
3* The removal of poverty* i s declared as the main objective 
of successive five-year plans. Though pwetrty cannot be 
removea, yet i t s incidence in some backward s tates can be 
reduced with the help of l iberal federal transfers. Therefore, 
a part of the federal transfers should be distributed on the 
basis of popwtlation below poverty l i n e , 
4, The rest of the transfers should be allowed on the 
basis of veu*ious cr i ter ia l i k e contribution in case of income-
tax and excise uuties , tax efforts in case of plan assistance 
e tc . 
I ' i ^>, 
5* In determining the quantun of grant s-ln-ald under 
Article 27^, maxiaum efforts should be made to take into 
account the tax efforts of the s tate in relat ion to their 
capacity to pay and the economy of expenditure. The 
inclusion of t h i s factor in the distribution of grants-in> 
aid wi l l be of considerable importance. The exist ing 
mechanical gay- f i l l ing approach has slackened the State's 
resource mobilization efforts and has caused -wastages in 
public expenditure. 
6« As regards the plan assistance ( provided to the State 
through the recoaunendations of the Planning Gbmmission and 
the North Eastern Cbuncil), the Union Gbvernment may change 
the entire assistance to be given to the State in terms of 
grants t i l l the State reaches the minimum national l e v e l . 
7* As a measure to eliminate the problem of the over-
drafts of the s ta te , the Central Government should auke 
medium / long term loans to clear-off the outstanding 
balances.£ven after these measures, i f the state 
Government runs into unauthorised overdrafts, the Reserve 
£ank of India should decline to honour the overdrafts 
cheques. 
8« In oz^ der to loosen the financial stringency of the 
Capital budget of the State, the Central Government should 
1 4 • •' 
aake esrtaln adjustaftnta in the form of wrlting-of 
cartain cantral govwnaant loans such aa loana on 
account of natural Oalaaltiaa, rahabil i tat ion of 
dlaplacad poraona, national aoholarshlp loans, modernisation 
of polica force e t c . , wbich are f inancial ly uf^roductlvt 
and burdanaoaa to the State but had to be incurred for 
aoclal Just i f icat ion. Moreover, interest payments due 
on loana providac for certain soc ia l ly productive but 
f inancial ly non-productive purposes l ike expansion of health 
anol educational f a c i l i t i e s and conatructlon of rural roada 
e tc , abould alao be written-off. This certainly reduce the 
perpetual borro'A'lngs for the repaynient of old loena and 
interest thereof. 
9, The Reaearch win^ of the atate budget ahould be 
atrengthened by appointing eff ic ient peraona who have a 
have an 
aound knowledge of budgeting.There ahould/efficient 
and infomative State Stat i s t i ca l Cell or Unit to aasist 
the Finance CoouBlasion. 
10. The Centre* State Reletlonahips ahould review in the 
context of Sarkarla Panel that have laid before the Centre 
in regax*d to Statea'autonomy, power and functiona etc , 
for %fhich the ^ a t e s are eagerly welting for. 
a*** * 
APPENDIX « I 
THE STATES IN FIRST SCHEDULE 
Part A Part B Part C Part D 
1.Assam I.Hyderabad I.AJmer 
2, Bihar 
3, Bombay 
A.Madhya Pradesh 
3.Madras 
6 .0r i8sa 
?• Punjab 
S.Uttar Pradesh 
9. west Bangal 
2.Jammu &Kashair*2.Bhopal 
3.Madhya Bharat J .Bllaspur 
The Andaman 
and Nlcobar 
I s lands . 
A.Mysore 
5 .Pa t l a la and 
East Punjab 
Sta tes Union (P2P3U) 
6.Rajasthan 
7.Saurashtra 
S.Travancore 
Cochin 
9.Vlndhya 
Pradesh + 
A.Cooch-Behar 
5.Coorg 
6 . Delhi 
7. Himachal 
Pradesh 
8. Kut ch 
9.Manipur 
lO.Trlpura 
SOUKCE I Bal j i t Singh. Federal Finance and Underaeveloped 
Economy . Hind Kltabs L t a . , Bombay, 1952, p.159. 
•Not f inanc ia l ly integrated with the Indian Union, 
t i l l 14, {4ay, 1954, 
+AdQinistrated by the Central Cbvernment. 
APPENDIX ~II 
THE STATES IN SEVENTH SCHEDULE 
STATES UNION TERRITORIES 
1» Andhra Pradesh 
2. Arunachal Pradesh** 
3 . Assam 
4 . Bihar 
5 . CSoa** 
6 . Gujarat 
7 . Haryana 
8 . Hlmachal Pradesh 
9 . Jammu and Kashmir 
lO.Karnataka 
11 ,Kera la 
12,Madhya Pradesh 
13.Maharashtra 
l4,Manipur 
15,Meghalaya 
l6,Mi2oram ** 
17.Nagaland 
18,0rissa 
19.Punjab 
20.RaJas than 
21.Sikkim 
22.Tamil Nadu 
23.Tr lpu«a 
2 4 , u t t a r Pradesh 
23.West Bengal 
1. Andaman and Nicobar I s l a n d s . 
2 . CSiandigarh 
3 . Da4ra and Nagar Haveli 
4 . Daman and Dlu 
5 . Delhi 
6 . Lakshadeep 
7. Pandicher ry 
SOURCE : CSR, Ind ia : S t a t e s a m Union T e r r i t o r i e s . December, 
1987, pp .39 -57 : 
** At ta ined Statehood i n 1987. 
APPENDIX - I I I i J 
PERCENTAGE CONTRIBUTION OF STATE DOMESTIC PRODUCT BY 
INuUSTRIAL ORIGIN 
( AT CURRENT PRICES ) 
( MANI-UR ) 
I n d u s t r i e s 1970-71 
1 .Agr i cu l tu re 
i n c l u d i n g 
l i v e s t o c k 46,11 
2 , F o r e s t r y and 
Logging 0.71 
^ . F i s h i n g 1.17 
4.Mining 
Quarrying 
5.Manufacturing 7.49 
6 , Construct ion 9.45 
1980-81 P 
50.36 
0.74 
2 .22 
. 
3.96 
9.32 
1981-82 
48.49 
1.25 
2.26 
. 
5,76 
7.90 
P 1982-83 
46,31 
0 .89 
2.47 
• 
3 . 4 4 
7 .68 
P 1983-84 p 
52.00 
1.00 
2.24 
~ 
4.81 
7.00 
1984-85 Q 
52.97 
1.12 
2.16 
-
4.39 
6.24 
7.Electricity, 
Gas & Water 
Supply (-)0.12) (-)1.19 (-)'!.25 (-)1.16 (-)1.44 (-)0.82 
2.99 3.34 3.15 3.25 
5.96 6.30 5.13 4.30 
1.02 0.87 0.86 0.75 
8.Transport 
acCommunication 
9.Trade, Storage 
Hotel & 
Restaurant 
10. Banking 
Insurance 
11.Real e s t a t e 
&ownership 
of dwelling 
12.Public 
Services 
12.Other 
Services 
3.19 
,5.90 
0.54 
1.03 
8,40 
16.13 
2.97 
5.81 
1.25 
0.72 
9.34 
14.50 
0,75 
11.40 
13.47 
0.81 
12.63 
14.42 
0.75 
10.99 
13.51 
0.78 
11.09 
13.77 
TOTAL :NSDP 100 100 100 100 100 100 
SOURCE t Directorate of Economics & Statistics. Government of Manipur: 
Economic Review. 1984-85^ ~ 
APPENDIX - IV 
PERCENTAGE OF ANNUAL (fflOWTH RATE OF NET STATS DOMESTIC PRODUCT 
AT CONSTANT PRICES 196l-$2 t o 1983-84( CONCLUDED ) 
(MANIPUR ) 
Year Percentage of NSDP 
1973-74 
I97A-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84 
19.9 
10.2 
4.7 
1.8 
9.7 
(-)3.1 
0.5 
12.1 
3 .7 
4 .0 
6 . 7 
SOURCE : CSO. Department of S t a t i s t i c s . Min i s t ry of 
F inance . Gtovernment of I n d i a . November 1985 
pp. 16-17. 
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